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SECRET 

Second Draft 

Rep0_rt __E.Y the 

London Working Pa-:!;{_o.,!! 

Fabruary 24 , 1955, 

Com:pensati.on , Repatri ction and Re settlement 

of Palestine Re~ugee~ 

bssurnption : ther6 n,ight be suf:t icient i rr.provem1rnt in ,-,rab- Israel 

rela+.jons to permit nP.gotiat ion (in private , :.r:.1:i 

without t~e conclusion of a peace) of a reneral 

Task : 

SE- ttl cment coverinc; abo.temer.t. of e::onomic "18rfere , 

rationalisation of armir.tice line3 and 

•;o,apern:::a·":.Jn or r epa triation of -.r·ab refui;:ees . 

<-:inRider the 8.ssess,neHt , fi1:ancing and 

distribution of' compensation; ti1e prubpect 

of ,:,epatrieting some of t~e r efugee&; ·md t,h'7 

result cf' thec;c and. other ;,r,&sj"l-)l"J opera tion~ :.n 

i;c,rrna of resu+.~ler7!ent of t:it ref-:..igee s . 
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• SECRET 

SUMM,,RY OF C01':CLUSIOHS 

,., • COMFENS.,., TIOH 

I fssessment 

'£he Lona on Workir,g Party concludes: -

( a ) Tba t Israel shoulG. pay compensatjon for the 

immovable property of J,rab r efugees , 

(b) That the compons1:.tion due from Israel in respect 

of movable pr.operty should bl3 set off against , and cancel out, 

Isratjls <!laims to co,npensatiJn for dan.<ige do-:ie and p>:>opcrty l 0st 

in the course of hostilities . 

(c) That tl,13 estiml'tu of £100 m. made by the P.C . C, in 

1951 should be the bas5.s of comper.sotion for the? i mrr.oYable 

property. 

(d) That this fizu~e should b3 incr0ased by ~18 □, in 

::-espcct of loss of use ar,d rents since the 13nding of 1-Jobtili t ::.es , 

and by a rurt·1er £ 10 111, in re&pect c~ los3 of ~er.ams ' -rigb~s. 

(e) ·rhat the P , c.c . shoulu be asl<ed to ensure tha t the 

aggroP-c.ti0,1 o:' the i ndi viG.ual cla 1'11S which j ~ i s now assessing 

does not result in a d.iffe, ent :.otal fron: the I global I figure 

of ~100 rn . a lready aaopteu ty tte S0mrr:ission. 

II Financing 

(f) '1:hat compensati.oo a s above sr.ould be f.'..nanced ':Jy the 

Governr.:ent of Israel wr.ich wo·tld r ecoup itse lf in part bv f'o~•e i i;n 

assistance which n,1gi1t take the form of a de,.relopment loan beari.n,1 

interest aud amortised over 60 years . 

~g) 'l'hat Israel ' s capacity to pby i nv::il -,es a pat"!.e1·n of 

financing as f0llows: -

Isra0l ( ffi.L nimum) 

World Jewry 

U. S . Governm.rnt 

U. K. Government 

£25 m. 

£83 

£ 10 

II 

II 

£10 rn, 

£118 m. 

£128 m. 

/ I II . 
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III Distribution. 

(h) That f'ull and final settlement of each clDim , allowi ng 

C?peals to arbitrc.tion, would be impos2ible and therefore , 

(i) That £100 should be paid to each family as soon 

11s it t.lects to leave UNRW.n , rhis would involve an outlay of 

up to £18 million spread possibly over 10 years , 

(j) Thllt on completion of the P. C. C. assessment the 

balance of claims u~ to £2000 per family should be paid, and 

the f::unilies r eceiving £1000 or mere should be automat icnlly 

struck orf the ration rolls , T:1is would involve a net outlay 

of about £67 million in the fou,-th and fifth years . 

(k) That the balauce of claims over £2000 per family 

should be invested in a bank with refugee and P. C. C. 

representation on the Board, in order to create further e:nployrnent 

in the region . The outlay would be about £43 million from the 

fourth year onward . 

B. R:::;~'hTRL-,TION 

(1) Thc,t with a view to reconciling i,rab claims to a 

general right of repatriat ion with Israel ' s inability to take 

more than limited numbers , Is1·ael shot. ~-d offer qt:otas fay, five 

years , but v:i th out any under taking about the future . The most 

to be expected is that the five year total should be 75 , 000 , plus 

a furthtr 75,000 from Gaza i ~ Israel accepts thb stY>ip , 

( r.1 ) That Israel should undertake the settleme.it of ;,rab 

repatria t es (not necessarily in th eir former homes) in the same 

wc.y as she set;tles Jewish immigrants , but in liaison with UNRW;., . 

(n) That the costs of r epatriati on should (in order to 

uvcid deductions by Israel from the compensation and consequent 

,; r:isi tion by the i-.rabs) be borne by UNRWJ. , which would 

r ecover the amount spent on each i ndividual fami ly as far as 

possible f r om that f amily' s compensat i on entitlement . The 

/cost is 
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cost is not likely to exceed £10 million of which a high proportion 

might be recovered. 

C. RESE.'l TLj,Jv:J;NT 

(o) That all possible measures should be taken to 

Acce~.erste the ~eneral economic development 01· the ~r ab States 

which is a pre- co~dition of l~rge- scale r Psettle~ent . 

( p ) That -:.·I; is esseni:ial for the I,rab governmentE- 1;0 p~rmit 

free movE.ment , residence a,1d er.iplJyment of refugee& throughotit 

the region. 

(Q) That UNJ.Wr. '"lhould close down in .::lyri a after f; ,re "ee.rs 

";)ut that it would be r equired for u.,:> to •v years eJ se·.vhe.re. 

D. RESULTS 

c~) It is ostjm~tej_ that t~e forPeoing proposals, if 

put into opcr::iticrn, might bring about t~e re'3ettleme nt 0r 

disuersa l of same 600,000 rcrugees o,or the next rive Jears. The 

fi.gu,:e i~ arrived at aR :~c,llo,fo : -

110,UOO r:fugees drx.ving ovt:r £ 1,COO compensaGion 

per family. 

70 , COO b r.lance ir, Syria to be cliso·vnPd by 'JNRN.., 

in 19Go. 

70 , OOC 1i;..:e1y to ernig.rat ·, 1,.) Ira q . 

150,000 tn ·L·e r epat1·iate-i ~0 Isrue.t. 

200 , 000 to be set·vlod by u:,mvh in the Jor dan v·allcy 

ar.d Sjne;_ , 

600 ,000 Totdl 

UNlff;.,..' s relit:f costs I"'lay be reduced to a half by 1960 . 

( s) That :iy 1955 it may concei ":::t'bly bE' i;os si ble to r esettle 

or disperse tr.a rest of' the refugees and thus dis'!)and. UNRWi, . 
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CONPENS .. ,Tior 

!, ssessment 

I mmovable p r oper ty (owner .ship) 

Published est i ma t es of ·~ he vnlue of i mmovable property i n I s r ael 

a'Jond0ned by t, r ob r ufugees ·rsr y bet,Jeen ttir ty mi llion anr~ eight 

hunr1 r ed and f i f' t y mi llion po1m11s ster ling . Some of' these estim:-ites 

e r e mer e guesses v,hercos ot:1er s o r e consi der ed v0luotior.s roode , it is 

t r ue , 01. o ' clobal ' basi.,3 , but :1ever theless suppo r ted bye co.isider oble 

·omoi..nt of' evi dence and car ef'ul onolysis, Perhaps t h..J mos t f11 1ly 

documen-:-ed of these t,St i motes , 0nd ot :r.e sr;,rre time the orJ.y one Vit .:. 'Jh 

emon0tes f r om a so,1rJE' not 0bvicusly pa r t i s c n, i s the escimo t-3 0f one 

hundr ed mi llion p,)Unds s t e r ling v1hi ch was mode i n 195J. 'uy the Rel'ugoe 

Offi ce of the Po lest.:.ne Concilio+;:..on Co,nmi ssi..rn , oaopted by the 

Commicsi on, ond s..itmit t ed to the C-enerol .. ssembly, v;:iere ~-t was no t 

Inr i dentolly t h i s f i gure fells be:v:ee,1 r:he 

me.st , eosonobl<:' of' /, r ob a nd Jcv,: sh est ~inr;, t 'c',s, n.::-n(,Jy chose o::' 

Mr. Franci a Ke t t:rneh (£108- 125 million) D;1d Mr . Joseph l'/Jitz 

( £70 mElio r.) • 

2 . ·rhe t ot<:il value of the ;-roper tv coi..:J be e3t !. rr.:1t ea ulsc uy 

maki ng !' sepa r a t e v o lU'hl.on of ear.h i.,id j viducl ho2.ding and agg 7:'egnt ing 

the r es•1it s . (The m"J +;eri ol f ·o r mnJ,:j ng such valup t io::s exi stf' Vi n 

lur ge ex~en ... i n t he sh:-,pe of tht:: L!' 11d Rer;i ster s r-r,:l T£> X Re 'Jo r ds of 

t he, t.iondri t o r y Governmen ~. ) Thi s •:;or k is no1r, tej ng unaert ::-1<:':ln l-y the 

P . C. C., but it i s o sl0Y.' p r ocess And must t nke sLver r.l yeP. r s t o 

complete . :;:;]v0n when i-.he wor ~ i s complet ed it i s doubt fu::. w;-ether 

the t J t ::i2. wi ~-1 be ony mor e r elicb:..e tho.i tho ' gJobal ' f i esu.l.'e r enc-hed 

by speedi e r met hods ; ond it mi ts~t well be J i ffe:i•e n t . The r enso,1 

fo r · t h i s ::. s t ha t, wher e t her d i s nc mar ket t o t est r esult n , volu oi, i on 

muPt Jepend v e r y mu ch upon t he opi ni on of t he v alu Er . Fr o~ o mess of' 

mn t e riol he hos t o selecc t ha t wh ich i s r clev cnt ond t o otto ch t o 

eoch item of i nf o r mn tion it s p r oper r elative i mpor t a nce . I f :1e i s 

a n inte r est ed porty it mus~ be extremely di ff i cult fo r h i ffi t o p rav e nt 

hi s feeli ngs f r om i nf'lue nci ng hi s judgment wi t hout his even knov1i 11g 

it. This i s no t t o suggest t hn t t he wor k now bei ng undert aken by 

the P . C. C. i s c v10st e of t i me . On t he contra r y , it i s V3r y nece3s~ r y 

/for the 
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:t'or the purpose of' distribution or cornpensE> tion thc t the sepr· r r. t e 

v alue of ecch individuol holdine; should te known , rnd the ':; echnicr: . 

s:;:ill cf Mr . Hoaowi , who i s di r ectine th3 nor k fo r the P . C.C ., is svch 

thf't o p r oper r elf' tivity of vnlue r-s between one holdi ne e nd another 

cn n be r eli ed upon . 

3 . The conclusion i s i nevi t nble thc t no useful pur pose would be 

served b;y postponi ne negoti£' tions uuti l the cose- by- cose e.x.ominntion 

now procP,eding ur.der }ir . Rcdovri. is completed , even if it vrnre 

expedit ed . We o re scti s:t' i ed thr. t the 1951 est i mo t e of' the P. C. C. 

Ref:igee Office i s n r er.Eonoble estim~ t e of the 1947 ccpitrl vnlue t ~ 

the owners of the ~-mmovnble pr·operty, l' r.d it should be adopt ed cs 

t he boai s o"!': negot:i.o tions , m0re esJecinlly r.s it hns ,1l r enGy been p·..tt 

t o thP Isroel Govern~ent by the P . C, C. 

4. If t he figur e of' £100 million is o1opt ed cs the bosis of nee;o tio

tions, it woulc'. hnwev3r be most unfo rtunot e if tl.6 P . C. C. li•ter 

o rri ved J t some su'..s t nnti.:11:1.y i1igrer figure by rggregr, t :.ng i "ldilfidual 

cl::dms . It Fould be t co g r ea t o c,oin~idence t hr.1, the rsgr egl'te or' 

th, individunl vnlur:tions now bc.Lig ricde should be exoc t l;-y A,100 , 0CJ0 ,ooo 

ond . in v'J.ew of the foe':; t hot Mr . Hod'1wi j ~ on :, r nb , o r efugee , and o 

i,rope>rty ovrner, 1':; wi ll doubtless oe mo r e 1-.nle.ss he is suitob:i.y 

directed . The P , C. C. should th&refore be asked t o ensur e tha t t his 

1 s done , ond t o shope the chc1ro"tc;• of the operotion v1i1ich i ~ is now 

undertaking in or der t o pr oduce on onolysis o~ ·che glo,::i::11 :figure 

whic11 it hrs Gl:-e::i::ly <1dop.;ed r o ther thr. n n synthesis of new 

voluotions . The o i m of t he ope r o ticn ·r,ould be to opport:lon t:rn 

BlCJ0 mi 2.li on fai r ly be t ween the '1loi mont s . 

5, :.:t should be noted thnt if Isrnel 0eces t e r·ritor:;r i nclud i ng 

some .,rcb pro-r;crt;y (c,ther t hPn thP demilito::-ised z_)nes whicl-t o r e not 

covered by the cssessrient of' £100 million ) the value of tho t ,,rob 

property will hDve t o be ossessed urgently, on the P,0.C. ' s 1951 

bosis , ond be deducted from the £100 mi lli o n . No furthe r r efer ence 

t o the possibility is hoV1ever mode in the present r eport . 

Immov able property (use ond r evenu e ) 

6 . Since the cessation of a ctive hostilities in Morch 1949 the 

:,rob owners hov e been deprived of the use of ond r evenues from the 

/property . 
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proper ty. Conv e r sely , I srnel ho s hr d the use of the property. 

The r e nt s have been collected by the Custodion of ~bsentee Pr opert y , 

a nd he hos sold some of the pr operty , e .g . to the Development 

/,uthori t y , ond hns been c r edited with the purcha se pr:!.ce; a lthough 

both rents a nd prices hnve been fixed ot o nly D f~•oct i on of' whn t t he 

property \7o a worth in 1947. It i s but s i mjJle justi~e the:>efore 

t h:- t '.,he r ef ugee ormer s should be r eosonn bly c0mpensc t ed fo~' the 

rents end use c,f pr')perty of ,•,hic'l they hove been deprived; 'lnd a ny 

sett lemer.t proposc ls which f o iled to do thi f' ,,ould be un.'.lccep t nblE-

t o t he l,rc bs . To offer them c s compen3o tion the emounts s t c nd:!.ng 

t o the c r edit of the Cus todi a n r,oulJ mer ely be r qgor ded by them o s 

on insult . On t he ot he r hr nd ony ottempt to esti mnte V!hc t wa s t he 

v~lue t o I s r nel of the use of the pr operty would leod to endl6ss 

-.r gument . It would seem bottbr therefore thr. t Israel should offer 

i n lieu of the r evenues f'::-om the property on o r bitrr. r y sum ca lcula t ed 

Dt t he r f'te , sr:-.y r of 3% eim, ::.e interest on the £100 mi ll .on for a 

period of six yer. r s , which i s r oughly t he period s ince the cessa tion 

of a c tive host:lli tios . The nmount vrould be r rughly £18 millicn and 

it would be di s tribut ed c.mo:16 t he ex- c ·,ners of :i.,nmo rnble p r operty 

pro r ot r vii th the £ 100 millio n which r <:-pr esent s the cr:pi t o l v a lue . 

Te n, nt s ' rights 

7 . ;,lthough £100 mi llion rr1~, represent f r ir cc mpe'1so ti ri n t o pr operty 

owners fo r the c ripitc l v a lue of whr t they hDve lost , it dnes no t 

include compensr. tion t o the l o rge number of people , mninly t own 

dv!ellers , who h:;,d s t ~t1.,tory rights of occupc- tion in pr operty which 

they did no t own. These rig ht s Drose f r om the rent r estri c tion 

legi slCT tion whirl,, br oa dly speaking , gav e t e nants the right t o r emnin 

: n occupa tio n of their homP.s and bus iness premises ot r ents llhich 

b e d oft e n been fixed before the vic r nnd hod f o llen f'll r behind mnrke t 

volue . They wer e of r eal mo ne t r ry v a lue t o those who enjoyed them 

e nd i t i s only jus t tha t these people , who include oll t hose who hod 

e r oof over the ir heeds which they did no t own , should r eceive compe n-

s e tion . Mo r eov e r , i f these rights hod not existed the p r operty 

/in 
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in question would have been of greater value to the owners who 

were almost all Arabs, and the compensation due to tha latter 

~oul d be increased accordingly , i . e. it would be more t )an the 

£100 r.1illion at which it has been assessed. It is logical 

therefore t :1a t Israel should pay compensation unde!' this head Le. 

for loss of tenants rights . 

8 . Unfortunately it is impossible to calculate such con1pensa ·.;1on 

by reference to property values. Even if one were in a position 

to dedu~t the tenanted value f r om the vocant possession value o: 

each proper ty , the aggr egate of the results would not give the 

amount of compensation due. Thij i s for the reascn that if 

vacent possession were obtainable of all the properties, the vacant 

possess ion value of any ✓articular one would be less . In o~her 

w0rds , the fact that many , if not most, proryerties were tunanted , 

put up the value of thos e whiel1 were not. The co:npensation due 

to i ndivi dual tenants :J.'1de1· this heau might there:"'ore vary from 

almost nothing to sever al thousand 1) ounds. 

9. Never theless in spite of the impossibility of maki ng a proper 

assess:nent , and on the as...;1..mption th. t everyone who waR not an 

owner- occupier had at least a roof ov ~r h i s head , it is thought 

reasonable that £100 should be provided for each :'amily so 

deprived of tenant s righ~s, It i s imp0ssible to comp~te the 

numbers involved: they will include most familieb which had no 

immovable property ; many who possessed a roof or an acre but 

depended on their ten~ncy of other property f or a l i velihood; and 

even a few who had tenants r ights as well e s title t o substantial 

immovable propP.r ty, /or the sake of r ough ju~t ice we cons'.der 

tha t t he last should be ignored and that compensati0n for loss of 

t enants right s sh)uld be confjned to t hose owning less than a 

small amount of property of their own . We find some difficulty 

i n deciding what this amount should be . If i t were £500 we 

esti mate t hat ther e would be 130,000 c laimant families ; i f 

£400 - 125 , 000 famil i es ; i f £300 - 115 , 000 1amilies, and i f 

/£200 -
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£200 - 100,000 families . These estimates are reasonably close 

toeether , ar.~ for the sake of calculating the funds required 

\''e have assumed that £200 is th-3 right level. 'l'he:.refore, 

for tLe ::;.00 , 000 :.:'smilies involved, £10 mi lJ i on should be added 

to the totdl cJmpensation b i ll for loss of tenants rights. 

10. I-I; is p:::-oposed (in the follcwinp; Sect.:on 01, " Dis+ri::iucion" ) 

that every r0fugbe farn~ly ~ ,oult receive an initial payment 

of £100 , whatever the v alt:.e of it s i m--,ov':lble prop3::-ty or if 1 t 

had no immovable prop~rty at all; but , ~n the forego~ng 

assumption, no adJitional prov;si.on need ba made under the newi 

of :i.oss of tena nts ' r .i.ghts for f" nancing the J ay,nan ts to those 

1'amilies 1·1ho would .1.n any c1rne be erti tled to £200 or more Js 

com,:,ensat10,1 fo r lost i mmovable property , s.i.nc.:e the .:.ni tial 

£100 paid t? them woulc be r ecove:-ed f.~orn the •::?mpens3t.:.ca 

euentvslly allotP,d t o them. 

Mova':lle L-'r oper..!z 

11. The RefugGe Office of the P,C. ~ . was ~sked by th~ 

C0mm'issi:m to dssesi; the -1alu..: rf· movab:.e 9 .opcrty cbandoned 

i n Israel by Ar ab refugeP,s, It f ou:1d that there was no wry of 

discoverin.s whAt t.ne rer'u6 ees tco;( wi t:1 ther:1 and wnat thfly l(ft 

behinr1, :>Ut. in an a ttemJ,t to curry cJ.t its tai;k as fa1 as 

possi~le , 5. t !!131e t!1rae eati:nates b different :r,at hods cf t h:> 

v·a1ue , befor e the exod•1s, of all Ghe Arab rrovable -pr)per 'vy in 

what is now I sra,,l. Th<i threa figures were all withi n lU per 

cent eithar way of £20 mj llion , which may ael:i. havt been mer e 

t han mere coii:.~idence; ·. ut , i n its re9c,rt to the Commi ssionp 

the Office fe).t b ound t o empha s ize t hat it was not i"l a posi tion 

to dr aw any definite conclusion concerning the value of ~he 

property i n g_UP,st ion and & fortiori of the movable proper ty 

which ought to be the sub ject of rompensa tion. 

/12 . 
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that the Office felt that, even if it were possible to 

ascep·~ain the value of the propert y which was actually 

abandoned , it did not ne~essarily follow that I srael should pay 

crJmPensation for the whole of it . 

to agree. 

With this view we feel bound 

13 . In view of the impossibility of arriving at even the 

roughest estimate of the compensation which s;10uld be pa id on 

account of Arab movable property, we suggest that this Prab 

cla~m 3hould b e ~et off against, and shculd cancel c~t, 311 

Israeli c'lunter- ~Jaims a risjng out of ti1e hostilitie.c:. :\-a 

well as compensation for dai.lage causP,d to Jewish _r:-.)perty i.n 

IN ael , t:1esP, clnims would eml::ra0e t,1e lo s s of Jewish p1•ooerty 

in Jordan, corip•,·ising i.;wo settle:ner.ts near J erus8lem , with a 

total art::,a of 1::ome 3 , '5GO aunums, four settlements in tl•e Heb;.•on 

h:i.lls, with a total area of abe,ut lp680 d·mu,r.s, certain 

Jewisr. property in the Old City of Jerusalem, and about 64 

duni:.,ns i'1 Hebron town. 'l'he value of this Jewi3h p:.-09erty in 

Jurdan .,hich c::m r apidly be a "Js essec. ,;hen n :>ces"'i:, r y by tl-J.e P . 0 . C, , 

may ::ie t s 1t-,n f or p;.-esent p u.r,;>csec a s unlikely to exceed £5':0 , 000 

unle ss a speci&l vo}.ue a ttac r,es t o t :1!:l t in 0ld Jer·usa lem. !..,·er y 

ef for t should b e ma cle i n n egotiation t o have i ·c 01·f se t .:Jgainst 

tnt> At>ab ref ugees ' mcva ble rroi;,art;y ; but i n t 11e l a 3t r e ..soz·t 

it ·k •~· be ne cessary t o deduct i t s v :c: lue (on the princip le of 

like a g::i i nst lilce) from the £118 c ornpenm-.i tion for Ara b real 

p~ope ~ty Hnd its revenue . Th:.i. s cour s e ;,oulcl be better thi:n 

a separe te pa;i':'llent to Ts~ ael by Jor·oan -

the 7estern P0wer s . 

at the expense of 

14. Two other i terns of property commonly rega1•dea. as " Jvw:i.sh " 

and ·now in Jor1an , call for separate mention . These are the 

Palestine Potash Company ' s ,vorks at tl1e north end of tre Dea d 

sea , and the Palestine ~lectr ic Company ' s hydro- electric p lant 

at Nsharyi m. In view of the fact that the companies were 

/British 
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British and not Paleotinian, we think that the disposition of 

these items of property should be t,1e subject of special 

neeotiations, 

15 . There is also a large amount of proper ty, sequrstered t;r 

the Gove rnment of Iraq from Iraqi Jews who emigrated to IsraeJ . 

The Israel Government informed the P.C .c. i n November 195::!. 

that it regarded these f rozen assets as having a bearing on 

the a~ount o~ compensation due in respec~ of the property of 

the Arab refugees . (Par ➔.ss 14 November 1951). It may be 

that I r::r ael has a claim against the rJ.cvernmen.t of Iraq in 

respect of the sequestered assets 0f Iraqi Jews who have since 

become citizens cf Israel . This clai~ (of which we heva not 

been able to discover the :nagni-tude) is, however , in a dHferert 

&ategory to that of the Arab r efugees , since the Jews in question 

were origina7.ly citizens of , and re :1iden~s :.n I::>t.'} 9 ~r,d therefore 

subject to tre laws ::,f that '!cuntry. T,1e Iraqis woui.d s r g11e 

with some justification that these people left of the lr own 

free will or that if ther e was pre~sure i~ wa1 applied Ly 

Israel. 

context. 

In our opir,ion the claim is not r elev'ant in the pres::!nt 

16. Nevertheless it may be desirable , in the cour se of 

negoti ation, to dea l with it by maki ng Iraq pay into the 

compensation fund for Arab refugees the amount of the f'rozen 

Jewish assets (less admini strative e..cpenses already deducted 

by the Iraqi Custodian) , thus enabling I srael to reducr her 

payment k the fund and to make pro r a t a payments to the f ormer 

Il'aqi ,Tews. Otherwise ther e seems t o l.Je no metl,od of clearing 

t he i ss.ie between Isra3l and Iraq and putting the latter in a 

posi tion to acguesce in the general settlement. 

/Do~·uments 



- 8-

Documents 

17 , The cancellation of movable property cle:ms should 

not preclude the restitution to their Arab owners of such 

docur,1ents , titles , etc , as are in Israel i official custody. 

Some of these , which relate to property outside Israel 

(e . g . life as.zt'.rance policies , shares in foreign companies) 

are not included in the compensation proposed and Israel 

has no right t3 t~em, In any cas3 they 3re useless to 

her , and depr~vation of t~em r esults in unn~cessary hardship 

to their owners, Other documents r·el&te to prope1·ty in 

I srael , and shares in cJmpanies whose prope~ty is in Israel. 

It is considered that Israel will have bought these by 

paying compensation for immoval:,le , and indirectly f'or movable 

property . nevertheless the documents may be necessary to 

help refugees establish their claims to compensatio~. 

Person3l documents of nu monetary val~e (e . g . birth 

certificates, certificates of succession , professional 

diplomas) should be returned to their owners , All documents 

should therefore be handed cv3r to th P , C, C, fu.r s3rting 

and distributi on. Israel must be ass~med to have bought 

ob jets d·' art books , valuable manuscripts etc . 

Summary 

18 . 'l'he global estimate of compensation is therefo:>e: -

For immovable property (ownership) 

For use and revenue 

For tenants ' rights 

Tot,al 

£100 million 

18 

10 

£128 

/II . 
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II FIN,.NCING OF COi,iPLLS,.,TION 

19, Psycholog ically and finan::i.ally speaking , i "':; vrould. suit the 

ifester n Puwers best if the cost of compensation were mot by I srael 

without for e ign assistance . ,1-, s this is i mpossible , t~e next best 

coursj i s for I s rael to appear to pay. Foreign assistance will 

obvtously be required but it should t ake the form not of g r ants but. 

of loans . More over it is for consider ation whether 3U~h loans 

as are su:iscribed abroad sr,01...ld not be devoted to a gener:11 purpose 

such a s I s rael ' s economic development , wh ile the Isri.le l Governmen t 

itse:f ~ootributes t he whole amount necessary for compePsatj on. , .l'.l 

::.ncidental advantage cif floAt i ng a C:..evele,prr.en,; loan r ath"lr th ::,r. 

a "compensr t.:.o n" loan is tha t i t would probably evolce fl bet1,e:..' 

r espon-:e be,th from World Jewry and t·rom the United States c..1d 

United KingdoM l egi5lat-.i.ro 3 . 

20 . Our opi.n::.on j s t;iat , "te~ause of the complete ab senc. e or' 

"s lack" i.1 the Israeli eC'o,10my. the Gc,verm:->ert co1.'.ld ·10t mah:e th0 

necessary contributions , i n foreign exchange , to the Compensation Fund 

wi tr out i mmedi a te and full cover tLrov.gh a so- called develuprnent 

l oan. We do not thin1c :'or instance ,;hat Israel could pay 

c c,mpePoatiun anc'l. wa it to r ecoup herself f rorr. tlie eventual proceeds of 

a developmen1, pr ogr amme fi nanc ea ~y the pr oposed for e i gn loan. 

Nevertheless, t o the extent that e vc,n a f acade of' develupment loan 

might impr ove the r ec eption by pro::ipecti ve sul>3cr ibers , we r econ11:1end 

its ac.opt ion . 

21 . The firs,; considerat ion is the capa~ity of' Israel ( a ) to pdy dJwn 

part of the compensation i 11 f'or ei qn exchange in ordc,r to res tr~ c, t the 

s i ze of the Loa~ , und (b) to service ~ho Loan. It i ~ ~ssumed that 

the L..ian will be iss1..ed over the thre<; yeaL'S whi ch the P. \J , C. will t ake 

to complete it s a ssessment of the compensat i on due to each inliv i dual , 

and tha t repayment will b e over say 60 year s . 

How much c an Israel pay 

22 , This is a problem both of i nternal budgeting a nd of foreign 

exchang e , and affects both the amount wh i cb Israel c an subscribe to the 

/Compensation 
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Compensation Fund and the amount which she can afford annually f . 

the servicing of that part of the Fund which is raised by l oons 

abroad. 

23. Theoretical calculations , basei on Israel ' s budget figures and 

balAr:ce of pnyments forecasts would l ead to endless arguments with the 

Israelis and are unlikely to produce relial:::lc r e sult&. For 

purposes of negotia tion it s0ems inevitable that we stould accept the 

two arguments "lh ic.b Israel wi 1 1 put forward to keep her contribution 

os l ow a s possible . These ar e th a t in present cit•cuiostances. 

( a ) there is no Block in the internal uconomy from wnich to find a 

capital su~scri"9tion; and 

(b) Israel c~n on:y provide foreign exchange in additi on to her 

prese::it commitments if this i s in fact supplied by ether 

countri~s: in addition to the aid which she is Llr aady receiving . 

(This includes Ger,no,1 reparatio,is . ~f the divcrs~on of German 

goods were proposed , as compensation to the ;-,rabs , i~ would be. 

uni:.cce ptaola to tho latter whu want c.::i.sh aud not t h.::: thin end 

of Israeli comr.iercial enterprise) . 

24. r se1,tl'::1,11:mt. of the r.rab dispute would ~.owever im;;i·•ove the 

Israel~ fi::iancial si tl1 atio1, in chP fcJ lowinJ ,,ays: 

(a) Internal finaQc~ng : 

fi) The volue in cash i:.nd property 0f , .rab properties i:'Je:'.d 

by the JP,wish custodihn woul~ b e cc~e a realisaule aGset of 

th'.:l State cf Israel once hc.r obligations t owards the i,rab:. hoc' 

been discharged by ar, agreer.,ent on compE-r.sa+, ion. In theory 

her holding s~o~ld be worth £100 million . But much of the 

vroperty has been dis-posed of for litt:e or nothing and m,.i::h 

of it. is l eased at no, ,ina ::. rents . Qn t~e other hand , in so 

f ar as J ewish settlero hav0 narl the use of tne property it 

has added to the real wealth or Israel . It might be argued 

therefore that on this basis the Ctate of Israel should be 

able t o arford a c apital contribution equal to a fixed 

proportion of the £100 million . h more realistic tlpproa~h 

/however , 
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however , would be to say that Isreel should make c ccpital 

contribu tion fr o:n this s ource aquivalent t o tho pr esent ci.sh 

value in I i,rael of what the Custodian is holding , or to 

£10 million , whichever i s the greater sum. 

(ii) Ther e sho11ld also b e a s aving on defence expenditure i.f a 

settlement i s gua rant ceu by the West er!". Powers . 'l'hc est i mated 

defence but:gcJts f or 19::i'.3 (both or d inary s nd cxtracrdinary) umount 

to abo'..lt £'?I+ r.ii.llion . 'I'he".'e seems no re~son why Israel should 

not save a fi.ft J-, of t his , v1hich would be sm:'fici ent t o se1-vice the 

vropose~ lean , i ncluding that part tiubsc~ibed by the Un)~ed 

Stateo and United KingJom Gov~rnments . 

(b) Foreign ExchuTJgu: 

( i) 0'1 the as s-irnpt :on that UN!i:i'i~, will pay fer the c oat o::' 

repatri qti0n of ~rabs to I&rael (see para~raph ~ below), UJ\ffi.W~ 

will have to buy UJ Go £10 million worth of Israel~ currency, 

The forei gn exchange which accrues to I3rael shou_a "!:Je used tt., 

cor.vert t ;ie L;;.,aeli capita:;_ s,1t S..!ri pt:. on tu toe cvm;_:,ensati on Fund 

a t (a) li) sbo·:e . In f a ct UNRW~ 1 s exper.:li:ti..:re on r epatria tion 

S8ems ~ikcly to be l ess than £ " 0 mi l lion or shan th, 2mount Israel 

can af:f'ord to subscrib:. to c.Ol'!per~at i.:,n (( 2. ) (i_) e1bove) ; -r ,:erefoN 

the limiting f actor on Israel 1 0 suJSC".'ipti on is one of brlance of 

payments r utricr than of inter nal budgAtine . 

(ii) Trie lifting o:f the .H ab Jloukeje would 0av6 Isrr.el 0ver 

£1 million 0:f for e i gn exchanga on oil imports alo!le , n .a. p.>r:iars 

as much dgain on general i mports includin~ def8nec , :n adc.i ti on , 

it is possible th as , if a gener al settlement makes c0nd.Ltions in 

tte are'3 more stable , Isr ael migbt attr cct i ncrensed foreig".l a id . 

This shoulC:. make it i:1or1sitle for Israel to convert into fore~ g n 

exch~nge the amount re~~ired for servicing the loan ~t 

(a ) (ii ) above . 

25, lt wi ll be seen tha t there is room for negotiation both on the 

:figure of the capital subscription and on tha t of the serv.icing of the 

loan. On the former it i s thought that the Israeli subscription 

/should 
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should not be less than 105; of the total. To the extent thot the . 

Israelis cannot find this from the Custodian' s funds they would have 

to accept some reduction in their standard of living und r ..:ise tho money 

either by taxati on or by a loan on the internal marlcet . Servicing 

charges on say £ 11 8 mill i on to be r aised abroad would amount -:;o about 

£4¾ m. per annum assuming an interest rate of 3½% and amortisa tion over 

60 years . It should be remer.ibered thr.t the full surn will not t c,ve to 

be r a ised or se::-Yiced until the 1md of the three years . The f i gi.:re 

could be redi.:ced 5-f the UniterJ. States and United Kingdom Governments 

agreeo. to occ:ept a smuller in ~erest rat':l or t:i forego i nterest or even 

capital reµayrne~t. Some raducti o--i in servicing charges ~ eems inevi t ab) 

unless Israel can ~ind an sdditional sour ce of foreign ux<hang0 . Such 

sou"'ces might be : Uni t.3d States 1,.id , UN'rt\'lt. expenditure on ma.intaini:ig 

refugees in the Gaza Strip ( see paragraph 53 below) p,ge , foreign 

military expenditure , or th'3 re- open :.ng of the Haifa r efinery f'or export . 

Worl.d Jewry 
,..,,.. 
LO . Tl:e E'eco.-id sourcE- of sub&cr1pti:JUs :i.d cle::1rly wo!'lri Jr.;;v,ry . It 

has be<:,n suggested ::ibove that they would subs<'ribe more willingly to a 

devctloriment l:ian '.;ha,1 f'or compensati.on, which some Jews might conte,nd t o 

be 2 waRte . The response :'rom those outs i d"! the .ari tish Commo::wealth 

might be limited by their holdings 'J!' -i;.revious Independence L'Jans , whicl-l 

have r,ot beer: offered. i n the sterl::.ng aru,1 ; bi.it it is consic.e1 ,;d ~hat 

tne pro,:;pe<'t of an ,,rab- Isr-:iel set tle:nert justifies opening the appeal tc 

British Jews also in 'Gt,e hcpo of obtaining a yield throut:;riout t!~e wor l d. 

of say £25 million, The ~ssuing of part of the loan in t~e 

Cormnonwealtl1 would be a mutter fer discussion with the V£,ricus 

Commo".l,Yeal th Governments. 

V/estern Powers . 
27 . While not disregarding the ca!)i tal expor't f'ro;;i t:1e ste7'ling area 

which the Commonwealth Jews ' subscription would involve , it is 

recommended that the United Kingdom G-overnment should in addition lend 

Israel £10 milliun. This could be ei ther in the f'orm of' a Governm~nt 

loa~ or of a subscription to the loan on the market mentioned i n 

paragr aph 19 above , 
28 . It i s assumed tha t the bal ance of' £83 million (less than tVlo- third ' 

of the totol compensa tion f'und) would be provided by the United St at es 

Gover nment . 
/III 'DISTRIBUTION 
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III DISTRIBJJJJON__9F COMP!LNSJ>T ION 

29. The foregoing remarks on the asse ssment and financing of 

compensatior1 hove snown wha t limitations will ha ve to be pla ced upon 

i+. . But compensa ti~n itself is a seconu- best substitute for full 

restitution of tne property lost. In order therefore to ~ ake the 

opera tion acceptable comp ensa tion must clearly appear as just as 

possiblt- not onJy to "th e .Arr> bs" but tr, individuals . Failure to 

t o lee accoun-G of tne indi vidu.a l would ma lrn it all too ea sy :fo1• 

interested claimants to s a bota ge the whole opera tion by agit~tion 

among t. he refugees. Justice sao11ld however be rendered quic!<:ly, 

both for t 11e &at.isf0 ~tion of the cla iman-1;s ::ir.dJ in t.his c a se, for 

the polit5cJ l effect desired. Rough justice may thP.refo~e be 

preferable to str ict accura cy. At t h ~ sa,nf' time i J; ic important 

to ensuI'e tha t l a r g e sums due to individuals malce a coPtribution 

to t h e economic develcpment of the area in which the refugees are 

to s ettle . 

30. The justest method nf distributing co~pensa tion would be to pay 

ea ch clP- i mF-nt in f ull or pro rata, obtainin5 his ackno•·•: edgement 

that t11e payment ,, a s ~n t·u11 a nd f .. 1al settl er.,ePt. It would, 

~10',ever, t al: e an impossibly long time to do this p!'operly, 

includine the establishment of machinery for apyeals . Moreover , 

one could not even st__,rt this procedu~•e unti.L tl,e fir.a l assess-

ments by the Pa lestine Concilia tion Commission were cc:npleted • 

. , ccord ing to the l a test a nd most optimistic information from 

Jerucs l0!!1, this ''' i l.L take another t-:t0 or three yea rs . Thereafter 

it wilJ in any c cse be necessa ry t o advertise the list or 

pro? erties :dentified by the P .C.C. , and the~r recor~ed owners 

a ccording to reg isters avr ~.l ab le , and to invite cla ims f :..•om 

non-recorded owners: either those who contest tha ownership of 

identi fied properties or those whose property was outside the 

"settled" a re<1 of Palestine and ha 3 been inade q_uately reg istered 

or not a t a ll. 

/31. 
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31. Co,nplete satisfaction of' individua ls being i mpracti cable, 

it see.as appropriate, while maintaining the genera l pur pose of' 

gjving eaGh claimant aryprox1mately whe t is due to him, t o f ollow 

three principles in the distribution of compensation :-

(a) In order not to postpone and dimini ah ~he effect of t he 

oper :> tion, we should pay something out at once . This will 

have to be Jn arbitrary s ;m, because we cannot Liake aJvar.ces 

oga inst cloi ms without :;:nou l edge of \·that the claims are. 

(b) A paymen t sa ould be made. t~ every family on the basis tha t 

ea ch h 2s l0st some asset in l eaving Pa l ea+.ine. Such a 

spreaJing of' payments will also sprP.ad the incent ive to 

dispers e a nd leave t ne shelter o~ UNRW~ . 

(c) While the minimum o~ reatrictions shculd be placed on 

claimimts, some m9asure must be t al:er. to en::.u:r>e tha t the 

important: sums ct1,e ~,? the ri~hest 1 efugees ~re L1"ested _in 

t he Middle East ecoromy, so as to cr':la te e'.nployment as far 

as poqsible for Paledtinians in t he same wqy as t ~5 s 

capita l did tef ore the d~bicl~ . 

32. On t,1e basis of these principles , 1+ is recommended first that 

every f amily (say 180,000 average five - ~erson fa milies in the 

900, 000 re~ugees) saould h::ive the immedia te righ'!; to .SlOO (or 

£20 D head - see bel ow) &s soon a s the United Nations Lave 

a-:;iproved the proposed ini tietive iJY Isra el and funds have been 

tra nsfer·red to the :E- .C. C. It is estimated that £100 would be 

enough to eneble a f'i ve- person f'amily to travel to a li!.:ely 

pl ace of' emp.::'..cyment and .set up house, when tbs breadwinner has 

f'ound a job to go to . If' adult members of' a f amily wished to 

travel alone, arrangements mi ght be made f'or th~m to draw 

their £20 separ a tely . The sum would be pa id only when the 

/claimant, 
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claimant , and his f'amily if any , had at h is o·.'l'n req uest been 

removed f r om t ,1e UNR.V.!' register, or when (under pr esent 

UNJ.W/. arra ng ements) he had been de- registered as eelf- . 

s upporting. I f ne h ad a claim t o more tb.ar, £100 compens atio'1 

for ree l property, he would be a ssured of the ba lance of his 

cla ims (minus the £100 er otne r sum received if his entitle

ment to cor1pensat ion f or immov3ble pr0perty v,er e £200 or mere, 

beceuse he would t nen nc-t be counted a cla imant ~.o loss cf 

tena nts rights) at the dat0 of the fina l F .C.C . assessment and 

pay - out , 

33 . Second ly i t is recom,n-:>nded tha t ~hose who a re enti '.,led to 

up to £2 , 000 a t the fina l pay-out (thj s is estima t ed to ~e tne 

c ost of J:, uying and 1 eunc,1ing a smDll far,n or b usiness) s,10uld 

be raid si~ilarly withcut a ny ~on~itio~ s a ve th1t ) f lea7ing 

U, W. R. ·.v ,1L I t is --~or consj d':lr a tion in the lignt of ex!)erience 

wheth e r cla i ments to s ay £1, 000 - £2, 000 should aot be r equh·ed 

to lea ve U, H, H, W,A. with in o f ixP~ time _ Advisory bodiws, to 

expla in ho,-, to t al-:e advo .1tage o:: exis tir,g fa-:.iliti e s on t b.e 

lines o:t our Citizens ' Advice Bur eaux, migb.t be set up ·to 

hel p fami lieo , both those \,.10 clnim tneir £100 ..;traight away 

a nd those who e ,,-entuaJ.ly d r ar, the f'ul l amount or' t r.eir cla im 

u:_1 t:) £2,000, to plo.1 their departure . It seems advisable 

:f''.'r this function t o be c a rried out by UNP.IIA ' s :,>lacement 

bureau, w'!'lich should k 0ep track of those fa:ili l i e s 

succcssfu l_ ly establish eti. in f'ar ming industry o r commerce with 

'1 view to thei r -emuloying 0the-r r ~fug~es whore•.-er 'JOss i bJ.e , • 

34. Thirdly atzy family entitled t o more than £2 , 000 would be 

abl e to cl.rm, £2 , 000 -rir ovi ded they l eft" U, N, R, 7 , A, e t 0"1ce, if 

/in the 
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in the 1\gency' s care ; but t he balance should be di8posed of 

"by the P . c . c . in order t o ensu1·e thct h is u..ied -pr oductively 

i n the t.!i ddle :=::ust und not either squr1ndere d or ir!vested out :"'ide 

1>he area. Therv seems to be ty,o main l i nes of appr oac'l t o this 

questi~n : on0 is that the P . C, C, ( ,. ith s~ch advisers as it 

, f.;i.nd.s.. nece8s:=iry) ElhouTd judge of t ho clai.mant I s own plans t o 

i ,lVest the mon,.y and, i n effect, l eave him to ca.cry out such 

;)l.Fi.ns ; the otlrnr ·::is- tha t a special develo:t,mont bank shoulJ. 

be Ge-f; up , which would "borr ovra all claims above the £:2 , 000 

leval, i nvest i n local i ndustry, agri cult ure, etc. , · and. pe·y 

di vidands to the cl1:imart~ u_,til such time as' -the . bank i':l wound. 

U,!' nnd the capital r em.i d, It is clear that such restrictions. 

o the c lai mant's r ight to use his money w~ll be Scrongly 

0':>'10 sed. ~he iden of the P.C, C, sitting in judgment oh ~he 

c_:lai mf1n '!:,' s investment· pl ans 1-.S -perhups the less 11k0ly t o be 

ucce~tod; but it i~· ~hought that· the pronos~l for a devel opment 

bank could be adapted to make i 1, no t unattractive, 

35 , J. t ti1e appropriate time practical and professional 

ci•-1ic e c;:ou.ld be sough t , tut the following tenta tive proposals 

::,~,e pu·t for;cwr:I. as r basis f'or di scussion. The Ban:;: should be 

a corrior.:1te bcd~T set up, by the refugees contributing t he 

cPpital a nd by ti1e P . c . c . , under local law . It sh oul d be 

d irected by i~s a rticles of aesociati on t u : -

(a ) ea rn dividends for its shareholders; 

(b) invest (with regard to (a ) above and t0 the 

secur ity of' its c apita l) so as to pr ovi de the 

mvx i111wn continuing employment in the Middle 

/(c) 

I 
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(c) a s far a s possibl e con0entrate their investments in 

countrior permanently absorb i ng large numb ers 

o~ Palestine r efuge es; and 

(d) ccntinue in bue ~neDs for a t leo ~t 20 ytars 

s1we hy unanimouR vote of the Di ::-ector s . 

In order to ensure regard ror conditi0n (d) the Boa r d should 

cu'!lp r.i.se one dire-:tcr rep~•esenting -l;ne P . C. C. os ·.1ell as ~bose 

electec by t. he refugee shareno7ders . It ~s est1I'la t od that 

there are rou5n l ,r 11. ::;oo refugee families with o total clf•im 

:>f abo11t £43 milli0t: over and ,.,bove t hflir ~2 , ) O~ eac,1 . Among 

t,1em t h ey r.culd undoubtedly f'ind shre·:,d Directors , ul>le 1.0 

ea rn them a re-i;urn ,.,,1.:.1e ad11erin.s to c undition tb) 6bcve . 

It is deba t able whet,,er mucl1 good .voul d cvme nf cor!di".;ion (c!) . 

·1e teli ":ve t :1a i:; the proposeC::. u~c.e.•tolci~·g w0uld be L tt.1 tii ied by 

a ttempts to ~OrLe the Bo~rd in t hat di~ection or ta confjne it 

s t :-ictly tc, cc,un ·crie s harbourin6 refugees - I-:; is be~if'ved tha t 

:rro0 uc t.:. ve i nve stmrnt. i., mcc; 1; :::'D rt f; or tl.e 11:ic.dJ e :U:a s+ wot; . .ic 

benef'it t he .'P,'/:11g£.es inJirectly, a nd t:1a t one cannot e:x;_::e,_t more 

th'1 n to restrlct t he Banl-: ' s activ Hie::; to :he r egion es a wl.ol,; . 

If' ... here \1':'!l' e d :::mbts a b•-ut thei :;:- r.oc,.9era tivenp<;s , it 

could te l o i j 1orm thAt no :investments should be m.:ide 

outaide the Middle Fast (e. g . in securi+5&s, pend.ing 

suitable im·est.nent in t,1e Miodl e Eust) without a unenimous 

vote . F-rovided such mi,1imum s afeguards a re -iyplied , it 

is con~idered t ha t tnf' Jire~tor rtpr esentiLg the P.c.c . 
need not exe,•c.i.se strict ove:-sigL1t ave., the Ba n!, ' s day- t0-

day worl: . Overt, :,:,ressure t owa rds inve:,tment in 

productive, long- term schemes would probably not be 

re c;;_uired ; such pressure vr.:,uld no doubt be appli ed 

di screetl y by the l ocal Gover nmen+.s f ~vouri ng the schemes . 

/It is 
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It i s conRid1,red that the best soat for the Bank woulcl be 

Jerusalem; partly b ecause of the r efugees ' connexion with i t , 

par~ly in order t o stimulate comme rce in the truncated city. 

Machiner)l. 

• 

56. It shou::.a prove fairiy simple to c,pera te for f'J:,ego i rig system 

of distributio~. Once the necessRry agreefue nt has bee n r ea~hed 

and the Un:'.ted Nations have appr oved t'1e proposed initiative by 

Israel , i t is sug6 est ed th~t the l atter snould pey not l e sR ~ha n 

£20 million in the f'irst year ani t he balance of the £128 millj ~n 

during the next tw0 y ea s s (assuming that t he as s essme nt of' 

jndividual clai m~ t e~as that t ine) to the P. c. c. which woul ~ bank 

tte money to uarn inte r est uniil E?aymcmts coulii be st.:.. rted . The 

f irst stage of paymenc would ::>e th3t eacn head of family (or adul': 

member of family, if treated scpa ratP.ly) woo appl1 ed t o the P, c.c. 

w5-,;h..: r.e:>t.ii'ica t e from U. N.R. rl. Ao c'1at ;1-3 (and :~arnily if a f:J propriate:· 

had Leen dP--reg i s~ered , would recPive hi~ £100 , or £20 ~ t.ead . 

U,N.r>. W. A, wuula naturally have t o cbeck thvt each cla.imc..!1t wrs or 

hac bf'en .:i bona f' id'3 r 3fugee - 1.~ m,t , he wou1d b e ~epr ... ved 01· 

his ra<.;ion ::a rd b:it .!!21 ps_sse,;; on to t he P. C, C. Separate 

terr!.toria l meAsures are bein£; cona:dclrt:d to deal with the "econc.mic 

refubecs" • :' t te frrmtier v l ,_lac;es or Jorda n , '1'11,o coulc therefore 

safely be. e:,;:c ::!..,1dad by U.N. R, \1 • .'1 .• durini;, this operatic,n. 

37. After final ossess,nent of claims the sarr.e sor t of oroceaure 

would apply tc clt:1imants .;; , eking their fir..al settlement; tho::,e 

cJ.a :..mant s who had already rece ived the ir f'100, or other mulGit:,le 

of £20 a head, would be shown jn t he P. c. c. ~ecords. and (sa ve for 

those ent i t led to £100 a ramily for loss of ten&nts rights i.e. 

~hose with a claim to less than £200 for LOSS uf rea l property and 

revenue) they w0uld be given .neir ea rlier receipt in l i eu of 

whatever- had been issued , plus the ba lance due to them up to £2 , 000. 

/The 
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The a rrangemen~ suggested in paragr aphs 34 & 35 abov e woul d come 

into o perat~on for the b i gger claima nts . 

38. The refugees would na turaJ l : · have va ryir:g curr e ncy r e q_nirements 

ac,~or d ing t o t h€'ir t?roposed destinat ions . The P. C, C. would 

therefore havA to be alile to acquire the currency -)f any of the 

Middle East c o,mtries , a no. i.t would te impract icabb f or t he 

Commiss i on to a =ce pt paymert f r'Jm Israe l i1, Israeli pot:.nds. 

Arrangeme,1ts woulj have tc be made fo".' I srael to pay in dolla rs 

and pound s s~erling . 

Re pa tria~es 

39. Thos e families re~atria teq t o Israel 0anno• admitc3d l y 

return "to their• hcr.:es" and r ec..:0ve r such m0vaule .~r oPE,rty ? s t hey 

n~y have l0st but they ~r ~ nevertheless to be prov~a 0a wi t n new 

homes a na property in Israe:. . . It is there:'o;·e consider r:j tha t 

they should not receive £"00 per ~a~ily on leavin~ u. ~. R. W. A 

~.'.1e L• ::.a ims to the £ 100 and <; o fl.'.rther compem:3tion for r es : 

pr operty and lost r evenues shoulc t e held temporarily by the 

P. c. c. : in • rde r thRt u . N. R. W. A. rr.ay reclaim fr orr. th::.s ...:moun<; the 

&·..1111.s i t may exp'ond vr. assist i ng 1;}',t, I s r ael Gover,!lll,- nt .;o 

r ehablll+ate t hese f~mi lies . Any balance theoretically 0utst eJ1ding 

after the settlement 0f U, N. ::1. 'i/. A, ' s b i l l should however t,e 

tran.;fer·abl e to the c:!.a i ,nant in :s:-ael. 

Economi~ Ef~cct~. 

:~o. The fear has been expresse d t ha t inflacion wi ll be ::?uned 

uy the inje c tion of £1 28 million i nto t he econo~y of the countrie~ 

·Nhere tl:e r efugees a r e. The probJ.':lm appears , ho.vever, less ser iVUd 

f :-om this point cf vi e\; i f it i s "einernrer ed th.:it a y!:1r·~ from the 

£43 mi llior, to be i nvested i n the Ban!c (which ..ihould not create 

infla tion) the r eR t of the money (£85 miLlion) will be div i ded 

between these countries approximat <.', ly in the proportions in which 

1,he r efugees f inally settle in them. Mo r eover the met hod of 

distr i bution of the amounts which make up the t otal will va ry. 

/The 
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The division of the £85 million according t c t h e countrlea i n 

whict. the r e fugees may settle ( see Resettlement c hapt e r below) 

might r esult in somethirg like the followi ng figures : 

Jorda n • • • • ••• ••• · • · · • · • £20 million 

Syria ••• • •• • • •• • " •• • •• 0 £25 " 
Iraq .... ..... ... ..... .. £20 II 

Egypt .... ........ ... ... £ 8 II 

Lebanon 
··· · · · Q··· · Cl o O 0 ;. 8 " 

: srael . . . . . . . . . . . Cl O o O o ; . 4 ,i 

Given an :-xpans1Qr. ::>f the general economy in thes0 cou:itrics, 

these sums sh'.)Uld r.ot be su~h As to have a seriou:, i nflationary 

• 

In1eed experience :J Iraq sugge~t& tha t , providad the 

rf' .::eipt 01· l a ,,ge amounts of unea r nea. wea lth i s accom:.,ani ed by a 

vigorous devel<..,pment i;,regramme , thE" prob lems of infla•u ion can bJ 

required :'or the payment of £ 1 Ola/ per l.'amily may only be paid out 

over as :ong as 10 years. The sum of £67 mil.don (n"ltt) 

r3quired f l)r the payment i)f cla i ms up to £2 .,000 will ma j_:-:ily liu pr.id 

0'.1t tetween the 3rd and 5th ~rear , but it can be expec t ed t' ·a t the 

bullt: of this will be in\Tested ir. pr '-ductive enterprises. Sc 1!:1r 

from crea•Ging inflat ion theref'o;. e , it may be h '-< ped tha~. th"l 

g ,• ea ter part of the m1mey paid out in compensat ion •·1il l go 

towards c r .:'a ting an in0rease in tne r eal wealth of the a r·ea . 

Political Effect~. 

41 . Tr,e pi.litica l r eception c,f this sche,ne sheuld not be so ba d 

as to make it 1.mpracticatle if emphasis i s lsid on: -

( a) The :f&irn11ss of tha g l ubal assessment (the P. :::. c . 's 

1951 figure i s close to that of Mr. Fr ancis Kettaneh and 

Docto~ J o seph We itz) and als~ the provisiou for interest ; 

(b) The payme nt of £100 even to the poorest famil i es e ither 

for loss of t enants rig hts or as a token payment against r eal 

property claims ; 

/ (c) 
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• (c) The claimant's temporary rig ht to stay with U,N, R. W.A, 

while awaiting payment of his cla im or an advance agoinst 

it; and 

(d) The fact tha t the only 1•estr ictinn ( on the richer 

refugees) i s for the benefit of the c0rnrm.:ni ty ar.d the r e g i ,>n, 

REPATRIATION 

42. The following secti on involves some r ea ~rangemcnt of the 

i tems set out in the Working Pa rty' s ter1,1s of refl3rence . It deals 

in turn with general i ssues; with tne "Gaza proposal"; with the 

machinery , incll'ding the r e sponsibilitieLl of U,N. R. W, A. and of the 

I srae l GOVdrnment ; a nd wi th the question o"f finances. 

Gene r a l 

43. The object is to f~lfil , as f a r as possible 9 that part of 

the United Nations Resolution of December 1948 , whic h says that 

"re1·ugees wisr:! ng t o r~tu"n to t hP ir horr.es and l •.ve a" peace with 

the ir neighbours should be permitted to do so at tl1e earlie s t 

prac ticable da t e [iind that compensa tion shOuld be pa id ""r the 

property of those choosing not to r t:: turn .. . . . .. . . . . • J" . 
44, In practice , we must take account of two contradiction5, 

First the Ara bs ' ins i s tence on tne righ~ of ill r efugees to 

re patriat i on , as opposed tu I srael's limited c ap?city and v•illingnesa 

to r e c e ive t hem al l back. From Israel' s point of v i ew t he Arab 

minority in the country constitut es a p~oblem and a weakne ss , and 

i t is not in her ::.nt e r est to increase this mi nority especially 

wher e tl".e land would otherwise be used by immigr a nts of J ewi sh 

orig i n, It i s a lso true tlmt the Arab minority in Israel will 

(de spite any forma l gua r a ntee s give n by the Isra~l Government) 

be tr edted a s a minority body , with all the disadvantages of tJ"lat 

status, 

45, Second l y, we have t o r econc ile the Ar ahs 1 deeire to r e t urn 

to the ir homes , with the f a c t that Israe l cannot, politic a lly 

speaki ng , evict the J ews now occu p~ring those hories. 

/46. 
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46. We have therefore to find a formula which can be broadly 

understood on the Arab side as a general offer of r epa triati on , 

but which in practice will bring for th only a limited response 

a nd will result in those [)8Ople who do accept settling e l sewhere 

in I srael than in t heir homes. In the f i rst place , I s r ael 

should be induced to state i1er intent i on of carrying out the 

Uni t ed Nat i ons Reso lution , es reeards re patriat i on , to the 

full est ext ent practicable . Such ret'erence as :1as to be made 

t o her inability to _all ow the prompt r e -entry of all the 

ref'>~gees and to the restri-:: Gicn of t rie numler whcm she cou:i.d 

admit 1 shoul d obvi ous ly dweD upon the practira l limitat i cus 

and play down the politicsl ones. I n ordclr to obtain :he 

best r eception from the Arabs , it i s proposed th::1t I srael 

should declare that , in order to w commodate any refugees who 

wish to r eturn and live peaceab ly in I e rael , Ph~ w•l~ provide 

a n annua l i mmi g ratiou quota and wil l S€t aside l and or provid_e 

employment for the refugee s in question. Withn~t s iving any 

undertaking to continue r epatria tion &fter, say , five ., dars , 

she should lay down the 1uot as ~or those yea;·s, achieving 

a tota l which would be the number agr eed i ~ negot iations wi~h the 

western powers to be the maximum she could be e x pected to absorb. 

It is proposed that this s~ould be 75 , 000. 

47. Thi s total i s r ecommended in the face of advice from 

Her lvia jesty ' s Embassy in Te l Aviv. They r epor t tha t, t he hill 

cou ntry of Gali l ee i s t he only area st ill pr edominantly Arab, 

while ihe hills bordel•i ng the Lebanon f r ont i e r and t hose 

border i ng on the wes t of Jorda nian Heb.•on a re the only former 

Arab lands not being r apid:,,,y settled by J ews. But the Hebron a nd 

I.Dbanon bcrol:l' lands would be r egarded by I s r ael as unrui t ab i.e f0r 

,'Arab 
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• Arab repatriates for security r easons . Moreover, the fo~me r 

migh"c be ceded to Jorda n undFl r the Gaza p1•oposal. In any ca se 

the Hebron border area was reported in 1938 to be congested a1~ 

::ncapable of' more intensive development beca use of' th• lack uf 

wa t er; while the agrict:.ltural absorp1:ive capacity of' Galilee 

was c0nside:oed , at the same time, t0 be 105,000 pe1sons L1cluding 

the '.,hen pornlation of' 9J ,ooc. Even assurr.iag tha "; the ex9ected 

natural increa se of' 1938-55 has been off'set by enigration fr.:,m 

GaJ i :P.e , t~ere "s small proc~ect of' settling 75,000 r P.~~tria t e~ 

there. 

48. Nb''ertheless Israel ous t be driven to 1nake ~'.1e utmost cor:-

t1 ibutio~1 t0 so}v.:.ng the ref'u isell p:oublem· she c a n alsu flbE.orb 

l::1bourers and Firtisans as well as farmers; a nd in 1:1i:,.y case her 

.-;,ep&trir:.tion cpgtas must appear. as large as poss ib7.e in crdFlr to 

:~'3.ke -t;ho propcsed Ee.,tlement a ;ceptabJt: u f -t;h'= A~•abs. 

49. :r J~rael ~ns i s ts, jn negot iaticns, on some imp0ssibly lcw 

yucta f'or r epatriation 1 0n che g round tha: shr> ca1:,1ot swell the 

Arab minority wi~htr. he~· f'ron+iers , _t should be '..)roposed serioi.:sly 

t tai Ehe ml ght ceGe odd :.tio,ial bo".'der l :mds .::apable to tuking 

apprcc::.o!J2.e numbzr·s of 1·efugees. 

Gaza PropJsal; 

50. It has be e n suggested , tra t, if Egypt will not ecc'3ot 

sovereigr.ty over tre Gaz'3. strip , including r esponsibiJ::ty f'-:>r the 

1 J5 ,ooo}e ori6 ir,a 1 inhabitant s and the 21 2 ,000 ref11gees , Israel 

should be ind11.ced to to !ce it O\ E-r (c;eding iu return a c r escent 

south-west of Hebron to Jordan) provided she re<;ained and ,'5ave 

ae.e q_ua te guarantees to the orig inal inhabitar..ts Pnd accE.p~ed f'o r 

settlewent ir Icrael, ottstde Gaza , up to 150,000 refugees 

(incL1ding tne 75 , 000 in parq,1·a ph 46at>ove) , g iving f.i.rst option 

t::i those i n Gaza. 

51. Asr.uming that the western powers and Israel agree, as sugg est e o 

above , on a tota7. of 75,000 immii,;rants during the first five years, 

: srae1 1 s acceptanc e of' the Gaza p~oposal would mean her admitting 

during t he same period ar. addit i or.sl 75,000 1'ef'ugees. Israel may 

well argue that it is not worth her while to take the Strip with 

/such 
x This figur e i s t aken f r om a 1949 survey by the (London) 

Inst itute of Inte rna~ional Affairs. H. M. Embassy a , Cairo 
however have recently g i ven the figure of 86 ,000 , without naming 
the source . 
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such a large add itional number of r efugees , i n which case the 

number would have to be r educed or the proposal abandoned . 

52 , It ,;ould be neces 1:ary t o a dop t a proce dure g iving s ome 

:.:,ri orj ty to Gaza refugees but not dest r 0ying the c haracter of t :1e 

g e:ierc: l invi t :, tio n to oll 1efugecs . It is believe d t hat onl.y a 

sm:;11 proportion of refug e e s v, ould in f J ct opt for repa,triation; 

nnd i t is sugge ~ ted the refor e th _. t half the places in ·the fi r st 

five yeo r s ' qu ota s ~ould be ope n t o oll opplic3nt8, reserving 

the other hc1lf in the fi r st i nstance for Ga z o r e fng e e s . If l0ss 

the n this number of Ga za :::-efugees chose to be repa trintod,. the 

qunto for refug ees elsewher e would be inc1 eosed by the omount of 

tho shortfall. 

53 . It is estimoted r oughly tha t s a y 12,000 of t he 21 2 , 0C'O 

refup-ecs mc.y '.llreody ha ve formed such ti c s 1, i th the orig i :'1.0 l 

popula tion os to be o~le to remJ ~n in the G z'.l 3trip. Thi s, to 

the best of cur lmow2.e dge , is a s much a & the 8t:cip 1, ill holu , so 

thc: t 200,000 "rootle. ss" r>c!'ugees h.vc to be d ..::·Jlt v,ith. 8u0h "f 

t hese os do not g o to Israel (or Bgy~t : sec pJ r ;gr oph 50 ) will 

,1c ve to bu mJ intoined by lll"RWA ir. t bc Gc zo Strip o".' be me,ve d e lse 

wher e . 50,000 of them moy t~pcct t0 be s e ttled by 19Su in SiLJ i 

a nd c ould pe r ~opz (sta rting i n thd • inter of 1~55) be g iven work 

o n tl1•' s .:.n.:: i p r oj e ct rnea.. nwhiL . It seems the r efor e th .:. t UNliWA 

• 

will hw VC t o rna.:.nt Jin a t l c~ st 75,000 of the G3 z s r et'ugcGs, for 

whom t her e ie no prosp-:ct of sct'clc mcnt in 1;!10 per iod 19j5- 60 . The 

i de-1 c ourse. woulc. be t o move t lrnrn to Jnd mc •.nt.:i in them i1. Ira q 

wncr o t hey would cv~ntually be c bJarb0J . 

Mochinel'y 

54 , I t is f r e;quently- sta ted that very f c1·1 r c f u1,1ecs Pill r e spond 

to :m off er or ~•epo triation. The prob ::i b1l::. ty i e ".;ha t no m.-:lr e will 

apply t h3n I s r oel c a n be OXi!ectc d to Gbsorb . The t'ollovling 

consi.der::i tions , whi.t:h will become ap parent i n the c 01,;.rse of 

opplicotion, may help to deter them : -

(o) Those r epo trio t cj will become Isl'~cii citizens , 

(b) Refugee s will not normally be a ble to r e turn to their 

own homes , 

/(c) 
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( c) The c os t of providing o l t c. r nu t i vG home, ,1d othe r c osts 

of r Js;; ttlemcnt i n I s r ool 1•1ill be de ducte d fr om Jr,.y c ,JS ~1 

compe nsa tion due to the .;.:idividua l r et'ug ee , i ncl uding 

the £100 pe~ f amily; 

(d) Fer procticol r easons, ghere l a nd is ov~ilc ble in I s r uel, 

priori ~Y will be g~ven to property o,m ors fr om t ha t s a me 

nr e1.l , ( Th e ir enti Uement t o c ompens ::i tion will help to 

k eep down r ehabilita ti on costs) . 

(e) F 0r simila r pr; ctic.o l r oo s onJ, cpplicJ n ts ~ill be acc epte d 

by C'.l t cgories e . g . only e x-f :.i rm owi10rs \.' i 11 h.:ive on 

opport~nity t o ~p pl y for agriculturJ l l o~d , un d s o r orth . 

(f) T:1e r e r i:l or_ly b<-::, limite d numb1;; r of J ubs J v ..i i Lbl o in 

Israel, ~nd r e pwtri o t es who o r e no t g ivun l ~nd will t oke 

"!;heir choncc 0 11 th,, empl o~'ment m::irket ~1 l ong- s ide ,TcHs . 

55 , In s e 1;ting up the r. c c hi ncry f or ••e p '.l tr::.a tio n , one. mu.st t J Ke 

'l CC ')unt of Is,nJl· e p r ob '.l bl-:: oo J e cti c-ns tr any J o r ge. i:.c~le 

i nter n'.l tionc l org'.lLi so tio n on he r t or~ito~y. It o ppo 'l r s ~~er ofore 

t ho t Ul-'RWA 's respon r, ibilities s hould be : -

( ,:i ) 'T'o publicise the qu c bs , 1nd verify opplic ::i •ci ons, 

(b) To prorosc a ppr opria t e c Jn did •t a s by c a t egories ~n the 

Is1 ::ie J Gove.c·nment, 1nd 004:o i n t t eir cle::i r :rnce on s e c uri ~Y 

g r ounds , 

( c) 'I'o tr:.,n ..,port ~l:c r e pa tr1 :.i t os t ) ag r e ed c entnis ~rnd h or.u 

th9m ove r to 1 Jroeli or gani s ations, 

( d) To obs f:l r" e iho I["r.::elis ' :>c hobili t ;i tion r1ork :. n order to 

e nsure t hat prop~r v~luo is obta ined for the Agc~cy ' s 

c x pondLturo : s o~ bc l ~w. 

56 , IsrJcl ' s responsibilitLes wquld be :-

(o) To receive a nd c o r e f or the rcp l tri o t e s in the s a me wcy 

as .:rew:sh immigr:.ints ti r e dealt with. This might be done 

by the Abs orption. Deportment of the ,Tev,ish .~goncy , but 

with specia l officers for A~J b affa irs lent by the 

Minari ties Department of the Ministry of th3 Interior . 

/(b) To 
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( b) To t L,kc such leg·, l :.nd othor oction os is n ucoss .J ry to 

c s t '1blish r efugee f a rmers on the ir property .:r.d t o 

i ncorpor a t e non- property 0wners into ~he Isr Joli 

communi ty . 

57 . ,,s p.Jr t oi' t he settleme n t , tho Government of Isr J cl would 

hovo t o provide c sui t J ble g~a ~ontcc of the rights of r3turning 

r efug ees . It is suggestt-d th ::i t this s hould f r.,now closely the 

guor on t ee in the U. N. Resolution r o . 18 1(!I) P ort I , Ch Jptc r 2, of 

Novemi:>er 1947 . This pr ovides :-

( o ) Freedom of consci ence ~nj fre e exerci se of worship, 

( b) :t-1 o disci'.;_tn:i. n !:l ti , n on g r ounds of r .ice , rclig ~. on, l ongu ,go 

or sex . 

(c) Eq~ul protection under the l ows . 

(d) No intcrtc r c nad w:i.th or d i ~c riwi no ti0n ogoinst r e ligious 

or chori t a ble )odics on g r ounds of ::-e lig i on or n . .1 tionoli ty . 

( e) A11eq'la te -iduco t; on in t.h0 , .. ' :.: bi c l onguog~ .1 r:d ct:. l tura l 

tr ; di t iom, . 

58 . It d ocs n o t :;9poo r proc t icoblc a t this s ~~1g e t o w0rk c,:1t 

furt!'ler det 'l il s , such '1 B th-, f o"'ll! cf d::icl:.n·o 1,:;.on, inclJ.d i1,g o 

dccl l:l r ':l t:i or of i n t E:r..t t o become c citizen of Isr'lel, which o 

refuge e sho~lG muke o t t he ovor0pri a ~c ti~e . 

Fin ; nci,lf( 

59 . '.:'he f i gure; of .21 ~8 milli on f or compons ::i ti ,m inclu.des p.Jyment 

for a ll ArJ b property . It covers r ~ il propc r1,ies , revenu~ from 

then,, a nd loss or t enants ' rights, Ri ght.a to m'.) vea ble p:.:>ovl:lrty 

hove , ::.n the f'oi•eg oing propos 1ls, be e n offs'lt a g c inst isr'lcl i 

counter- cla ims . If I s r ocl p8ys the r e quired £ 128 mi llion_ it is 

~roposed th~t she should in turn r e c eive p::.iymEnt for l a nd r equir e d 

by r epn triores under ,:;he innnig r o tion quo t ::i s ",nd for the o t her costs 

of repa triation. 

60 . It is a r gu able t ha t a b0tter impress i on would be made on th~ 

Ar a bs if Israel went throug h the motic ns of making the necessary 

l ::.ind ovail::i ble a t her own c os t . This however would invo:;,vc such 

/di f ficu~ tios 
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difficulties _s t o Jeop::i rdizc t he wh.lc opcr~tion . It is n o t as 

though Israel c- ould simply r ' s t ort- his propt,rty to e·Jch r epatri:::te 

,na deduct the :;ggrcg::i t e of t heir claims ft'om t,1c c ompens.:.t i on fund . 

Nor c Jn wo expect :erael to P ' Y for rep , t r i a tion 3S well ~s providing 

f'ull compenso ti o , for the orig in:il homes lost. It is true t ha t she 

could l J y clai ~, by agr ccmcn~, to the entitlement o~ ca~h r e pa triate 

when it is finully asscsPed t t roc years hGncc; bu t she would te 

g..1~ !-iling on the !:cla tion of hH: on ti tlem<'ln t t o t :1e ·1;,lue of the 

prope rty she pro,idc d , Jnd the pla n would ?roba bly a lso n o t be 

accepta ble to ~he n~abs, who wou]d n o t t r ust Israel to supply va:ue 

for mrney i . L, the cqui~alent of t~e repa t r i . t c ' s originul property . 

Fi1~lly she 0ould off'a~ t o prnvidc t he r equisitG p r operty for 

rep J t r iat0s in return fo r the deduction of an orbitr ory t o t a l rig u~e 

f r om the comp0n.3ation fund; bu·c thi::i would h:1 ve 'lr: cxtromcl:,· bad 

ef fect on nrob o~inion bo~ sJac the c o~penso ; i on ov . iloblu to 

1 nd111i0u::il cl 'l i m .. nts ,.-.~ ti:i.J be rcdu~o~• to pa y for i,hc ~•epJtr i ,hion 

of those whose .Jlai ms t o comp~n•rnt,j on ci1d ,,o t cover the ccs c of" 

t ~c ir ~os ~ttlcmcnt jn I s r ael . 

f1 . It thurcf c1r o seem..; better t'.1 ., t L11'1R,"!. ... ehoulJ bc '.:! r tho i ni ~i i.l l 

c ost of t11e whol o opero tion (1-nG purch ; se plus ine".:.ol l n ti on c os t ½) , 

r e c oup i ng itself as f a r os pos s iblt f~om such c ompensu~i on o~ is 

found to be due t o c .J cn r op .Jtri ::i t0 ,1hen tho 1'.:.n:.: l p :iy - 0ut is m.Jcie 

by tbe P.c. c . .i.n t 1'lo or t i1roo ye .. rs . Wh e r e o ropc1 t r i o to o:.:igin312.;y 

h1 j little or no land ond there f' or0 hos .J ve r y small ent~tlewcnt 

to compe1:1s .:. ti on, ther e will bo ,:;. l o ss which will l' .. 11 upoTJ. UNRWA . 

Thcore t i c ::illy UNRV;A c ould recover t ho ~,hole co::; t or t11e opor:::iti on 

f r om tho compc,.sa tior. funa but ~,1is would involve :.he s ume : nJustice 

to indi vi du<Ji. s I],:; desc r ibed J n tr.c proc c d~ ng pur .:igr c ph . Never the

l0ss , prov::. dod the st:.ggosti on iti ;1doptod that only fo;_•mc r l a nd owner s 

shoul d be g i vc n land i n I s r nel, i t seems prob.Jble t ho t UNRWA would 

recover o l o r gc proportion of i ts c osts f r ow tne clai ms of t he 

individu.Jls repatria t ed . 

/62 . Tho 



.. 
- 28- • 

62 . Tho not c ost of r ep 'ltri , ti on c ' n not be c \lcul'1tod 'Yith .:ey 

ticgre'-' of sccu"'.' 1cy bcc.:iusc of the mc.ny 11nknov;n f ctors n . g . ,~hethor 

t he bulk of tho would-be r epa tri c tes will h'.lve a sizo~blo claim to 

c ompc.ns:ition; Whethe r Isr::iel CJ n b1, brought to provide much Lmd, 

as opposed to J cbs; ond ·:1h3t the volue of 1-o nd and c os t of houses 

Will be . 

63. F or the p~rposes of this study ho?ever the f~ gure of £10 

n,i llion is adopted, on t he f ollo·.-1ing bai;is . ,,ssuming t h'l t u t o f:ol 

of 150,000 refugucs .J r e rO? '.l trio t e d , thie repr€sent3 r oughly 

30,000 f amilies OJch of which miJht cost £100 to t~ansport to 

Isr.:c1 e nd support for the rch'.lbiJ .;_ t a tion pvri od ( UNI::WJ,' s reli ef 

buJg,; t v·orl,s ou t .:i t £1 0 o hood or £50 ::i f ' mily, o yea.c) - g iving o 

b '.l sic expenditure of £3 r.illion. In ~ddition, up to one third of 

the r epo tri '.:l tes , 10,000 f 0 milies, n i eht cost £1,0JO c:ich t o instol 

on a smell holding - g iving a furth e".' £10 million. Bt: t UNF'l/A would 

r ccuvo".' a t :i.ea st £100 p8! fJ111il;y· fro,, tho compensation fund held by 

the F . C, C c.vc u .Jssuming th1 t none of the 30,000 f :imjlieu hod a n 

entitlement t o mc1r o tha n that <Jmount of c cenpens:ition for r eel 

Ovc1 oll t~·, nsport '.:I nd 
subsi.Stt,ncc 

Irst 111 ·., ti on of f a rme rs 

Les s r cc-:ivory f~om P . C, C. 
@ £100 per f a mily 

£3 rn.illion 

10 
TI 

_-2 

£10 

II 

ll 

,, 

., 

But t hi .; will bo N:duced to tho extent tha t i.J1'1RWA r c 1, ovGrs f1Ar'aner 

the cost cf rep.J tria ting ~ 1.di vidu:ils f·r om the excess 0f their 

c -:impens-:ition cl .:- ims over £100 per f amily . .. s st::i ted u :-:iovc , i~ is 

c 111sidercd prob '.Jble thot UNRR. will rec over a l a r go propor-~ic,n of 

the £10 million in this way, Wha teve r loss has to be borne by 

UNR'i',, under these propos t1ls is considered im.vi t a ble if tho 

09eration is to bo r elie ve d, in the .-,r:::b mind, of the drowbocks 

attaching to IsraGl ' s p oyincnt of r epa tria tion costs . 

/RES:iJT'l'LE!iiENT 

-, 
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SZCRET 

RE- SET'I'LC~ 

Prospects of Resettlement 

64, The prospects for the resettlement of the refugees de9snd not 

so much on the efforts of UNRWA , or ot: an~- ct.her interm,tional 

boe.y; as upon thi, expansion of the general t:iconomy of tl:c ?diddle 

East , It h&s been proved uselP.ss to ·try to create orport11:1i~ ies 

for e~ployment in on economic VDcuum. 

65, The expansion of the Middle Eas~ economy can only come 

about through ~ccele r~ted develoJment , Ther3 i 8 no l eek of projects 

although nrit all would be commercially self- supporting . The 

pa ce of nevelopment has so far been sJow 9 pa~tly throu~h lack 

9f capita.1., partly through 1::> ck of aax11inist!'ative compet,mce and 

partly tnroucr,1 lack of will. (This l ac l;: of will stems partly 

froP' suspicion of Yiei::tern mot ives a '.ld :oartly fro)'l'l nat.:. ve inertia) . 

The shorta3e of' capital h i:;s now been overcome in the oil producing 

countrie s and it should not be imposs ible tC' devise me e.ns , 

preferably through the ex.:.cting or 5 ':-iisat ion u-f '!:he International 

3ank, to transfor some of' this capital to the countries with 

no oil revenue . The l a ck of administrat ive comp3tence is lilcely 

to :>ema in the limiting .1.'actor , although this ~an to snme extent 

be overcome by technical ass istance and the use ~f conPultonts 

f rom the 'iiest . The l ack of will may prove the most difficult 

obstecle to overcome , porticularly in the countries where most 

of the ~efu~ees will probably huve to be absorbed, namely Jordan 

and Syria , Asuming a political settlement however, the authorit ies 

in those countries should become less suspicious of V/este:"!l efforts 

to help them. 

66. Given a general expanding economy in the Middle :Sast the one 

ess ~ntial requirement for the re- settlement of the ref'uge~s is 

that Governments shoulc". give them complete freedom of movement to 

go and stay where wor)c is . It is understoo-9. that the Arab Le ague 

Gover-1ments ara on t he point of' og:ree ing , after long discussions 9 

/that 
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t ho t t '.11, " hos t" Governments should g r J nt t o r e, fugeos tempor a ry 

tr.:vcl documE;nt s v c1lid for five yc :J.r-s which WGu.l d en::,ble them 

• 
t L1 visit '.:!ny other ,.r:.ib Lc :::gue c cun try on tho oame b:Js is as a 

n.:i ti0n::i l of the i ssui nr: c ountr y . (Rof'ugct,s ustablishod i n .Tordan 

:J r e :lrc-dy ,Tor d:1ni -m citizens a nd hove the right, in t heory, 

t o :i ·p ::issport) . Bu t t ho proposed . • r 1b Le::iguc docwnent would n o t 

pe r mit the hol der :o r us ide a n d t ake perm::incnt employme nt in the 

countr y vi s i t cd , Such p e rmis s i on is nev€rthe:i ess csscr,rio l ·rn 

our pl -n:i , '-"r,d must be mode ::: n c x9 lici t c or,di tion of any sottle;,1ent. 

67 . It i 3 CSSUined thot Syri::i C'OUle. be brought to absorb all the 

r efugees v•i thin its frc,nt i c r s w::. t h i n five ~ e.:, rs . ,.r, eo r l:v decision 

t o r,i thdr~m 'JNR!/A f r om Syr- i o a t the end of th '1 t period would 

1cccler 1t o the process , 

l'umbc, r s to be r esettled in the first five y e.:i rs 

CB . Pr,:clictions in this field -:i r n e xtremely risky bt:t, if the 

p .;cc of devclopn.cnt c-:in oc ~ccc l c r a ':c d it 3eems li.:rnl y 1.l. ::i t exis ting 

opportunities :'o r employmen t :;n d sclf- emplo;yin<:mt, ond proJects 

( other t hon UNRIL projects ) which o r e alre~1dy ne'Jl' the bl· ~- prin t 

s t :.1ee , c oul d witliin five yc,i r s provid:j empJoym0n-i; :: .Jr s1,me 250 , 000 

p eople . This figure is mJdc up :::s f ollo~s : 

(o ) Sp onta ne ous r e settlem:nt ~n Jll Middle East countr~es by 

r nfugeus r eee i~in~ (a t the end of tho t hj r d y ear) 

componso tion of' ove r £1,000 ...••... . . •..• .... -.:!J..0, 000 

( b) . , bsorpti on i nto the Sy ria n economy 

of .Jll th0 r efugees now j n tho t 

country not c ov c r cu by( ~) . ·• ·· ·•·· •• •· · • • •• • • 70 2009 

( e) .,bso1·pt;.on by Iraq of a number of 

r e fugees equ0l to th~t a bs orbed in 

Syri'J . (This e stim ; tc of the intoke 

i n 1955- 60 is pe r haps infl J t e d, in 

vie~ of Iraq ' s proboblc odm~nistro

tive Qnd politicJ l d ifficulties ove r 

l _:ind settlement) . • • . .. . . , .. . ..•.• ••• , • ... , •. • 70,000 

/69 . In 
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• · In a dd ition t o the , bovL, schemes c1j r octly fin Jnccc1 ·nu 

or g·,n i s c d by Ul"~'IL shoul C: be . blo t o pr ovinc D livelihood for 

:: furthe r 200 , 000 pe ople, of wh om 150,000 v•oul c1 be settled i n 

t he Tord.::m -, .lloy n c1 50,000 i n Sin:Ji. It i s hoped t h:.. t t hese 

Ut!RW . . schemes V.'OL l e: dclib Jr 1 t c ly c :wcr only pc...1 s onts ( no t 

clJ im':lnts to J ppreci -.:t ble compensati on) a s a me,ms of r ett ucing t ho 

h ::i r c1 core of r efugees . mraw., hos certa i n minor schemes now in 

p1·ogress or i n s ight c , g , the " 11 millior a olL,r" pr·ogr omme i n 

Xord 1n, the obJect of wtich i s to c r co to sm.111 ent e r pri ses . Tho 

numbe rs t o be a bs or bed in these h ·:,ve h ov;eve r been includ otl i n ( a) 

~nl'. ( b) of the preceding p'1r~.gr :.iph. The . . gency' s voca ti onal 

tr.:i lning p r J g r .::mrne , whL:h s hould be J ccelcr-i t c c1 ::-avi dly in or der 
· , 

to f'~:c ilit'l tc the C. i spnr s _~l of t ho younger r efugee s once compensc -

ti on s t J rts, c .nno t b0 r e[.l r c'i ·,C: f or prcs&nt pu1·pcs0s .. HJ r <:sE- ~tling 

o sepc r a · c much less ~ sp ccifiv numbe r 0f' peopl e , 

70 , Th~ mi nimUJn numbe r of r ~f'ugcLS to be rep J tr1a ted into Israel 

i~ we igno~o tho Go z':l pro~ os ~l woul d be 75,000 . In addit!on, the 

d.isp s i ti cn of tho G·:i zc. Strip ;;md of' the r efug ees thor., ( or o rt 

f::-om thos e goi ng tu s::.r,, .;.) c i t~or .. o Egypt or t o Isr:101 woulO. 

J ccount f ir 3 t :oust ..i furth e r 7~,000 , (We d o not ~clie vo t ha t 

,,itl1Cr I s r :::ic l or Eg y p t would in f' ,~ct cvcr ::ig r c, o t o take ma ny more 

th.::n 75,000 ·or' the 200 , 000 1·of'ugoci; now in Gazo . If t h is is so , 

the g ~c::i tos t • odv .. n t og0 will be ob tained if' Isrc1el t ukes tho Ga za 

St1•ip o nc1 75,000 :nef'ug cos, since 50 , 000 will ,..rnywoy go t o S1 noi) . 
. . 

71 , ,. t ';h i s r o te, t h erefor e , sor..c 600 , 000 r cf'uge6s might be 

r e settled i n fivo yo~~3 or r 1 t hc r more t na n h ~lf the 1960 t o t a l 

of' one milli on ( ::is s um:.ng o ste'.ldy 11atur , 1 incre:i sc ti u1·:i. ng ttc 

pe riod) . 

72 , Beyond 1960 it is d~:ngorous t o of'fer evun r ough figures , It 

mciy be cxpectr: d h o;-;evor th .:i t the e conomy of th.: Mi clc:ae Eas t , a nd 

I rciq i n porticul~1r, will be expa nding under the proposed s timulus 

~t c r ~te ~hich mwy enable oll tho res t of' tho refugees to be 

abs orbe d by 1970, More ov e r t he politic '.ll a tmosphere moy h ~vo 

impr oved t o t ho p oint vhcr o :1 ssisted emig r a tion schemes ( e . g . to 

Ir..iq) J r €. fcusiblo, to speed up tho process of disper sal and 
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73 . Vic h::ivo not t ·k e n ,Jccount of the possibility of r ose ttlinrr 

P ::ilestinc, r cfugcc. s outsiL~e the J re 'l , e . g . in the SuetJ n or c veH an • • 

undE:r-dovclopcd a r c::i c,f South .. mc-ic :::. such '.lJ c -iste rn Bolivi J , 

where there ore m ny Syl"i ::in , nd Lc b:;nese troclers , 

Fu turo of UNRW.-. 

74 , .. 1 though Ul"R"/1,. might r· i thC-:r ..lv, fr cm S yri ·~ a t tha c:nd of five 

yc::i rs it Coos n o t see m poss~blc for the ngency to withd r ~ from 

the other countries for ::i t leost ten yc~rs. Lc b::i n on is unlikely 

to ~gr ec t o 1bsnrb mor e t h Jn a few rcfu~c~s - unl ess it c o~l d t e 

C:..;,aons tr ..:i t l,(: th J t n 1ppreci ·, ble number of thos e :.tlre·.dy i r. the 

c 0untry : r e Ch2istj ,!is "ho c oulC: be :..cccp t cd , with ::i s imi l , r nurub'Jr 

of Moslcms, without upsetting t he c ~nfes s i on J l b il 1n~n . 3 ord::i,, 

c ·nnot ::ibsorb m0r c t h-11 h lf the 500 , 000 r 0fuge c s n ov, , ,, jthin l,er 

fr c-ntie rs; ·:nd it c ~nno t br ex pected t h:1t the movement of tho 

r 01n.n nc1cr to empl oyu;cnt in SyrL: o r Ir::i g v:ould uxc eod s ::,y 100 ,000 

un al tho Bcco nC fi ,,o- y e~i r pori o1 . More 'Jvor -~he prop os ·Jl8 f o t· 

c i s tribution of c ompc ns •1 tion Lnt,lY t h .t rof•1gce s sh::mld 11 ::ive c right 

tv J t :iy .tn the ir c ~mp£ un tj 1 they fin{ cmploym-::nt e lsewhere, \"l th 

the pi ob.,blc excep~i on of those r c,cciving more ~t:m £1,000 c omptmaa 

ti on . Tho l a tte r will no t be ~::i i C out f ur ~hrec years . 

75, It must t lio r efnr o be 1sstune(: t h , -:. Ut!RH,. ' s r e lief operDt:! ous 

~i ... l continue much on the presen t b . sis f nr the ne xt five y 1or ~ in 

Syr ... ::-, , m-: f c-r the n ext tc11 yc J rs in tho r cnn ining c ountries, ol tho...tgh 

the numbers under its c J I'0 WJ.11 be gr JC.u:illy r ed-i.::od ::i s 1•efugeos :f.'ind 

employment .n C Jcccpt t ~oir sh J re of c ompe nsa tion . 

76 , T:1e~~c 1p~eJ r s t o bu no r oom f o r .,dministrJ tive meosu::>cs t 0 make 

UI?,r:L ' s ,827 - ;;ier-he-'d-pc r - :inr:un r v:i.icf hiss ottr::iJtive, 0 '1c1 so to 

incro'.lsc tile impetus to c:. i spcr s.;l given by c omponsa ti on -'na by 

p 0 rticul Jr :im: gener ,1 e c onomic me :rnuros . It might be poss ible to 

reduce thc fin nci , 1 burC:cn on thG Uni tcd StJ tes ::rnd United Kinguom 

by substituting g ifts of commoCities t o the ngoncy instcod of c a sh, 

but it is mor e likely th:: t such ..:i course would r ender the ,.gc,ncy ' s 

Lsk extremely difficult if no t impossible , :i nd thc t it would 

r educe oven be l ow the current leve l the c osh c ontributi ons by othe r 

/Governments . 
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Governments , Nevertheless the gr '.ldu 0 .l red 1c t i •.n of the r a tion 

r olls should be m::iintJ inod eat its mJximurn speed by the regular i:: nd 

thorough checking of ca r es, which the loc~l Gover nments must not 

'V 

bi:; .J llowcll to impede , Those: r cfugc0s who occep t ::omponsation should 

ccrtoinJy be r cmovet1 f r om the rJtion r olls . 

77 , If the foregoing eRtimo t es provo correct, the rc1iof c osts 

of' UNR!L will bu h'.l lvcd by _,bou t 1960 , 

I 
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• ' TOP S.E!CRET 

PALESTINE SETTLEMENT 

MEETING HELD I~ THE FOilliIGN OFFICE ON 
MUNDAY 1 ~LA.RCH 7, 195.2-Pt 11 8 . m. 

Uni tvd Kingd0m 

Mr. Shuckbur gh 
Mr. Si mps 0n 
Mr. Be l grirre 
Mr. Arthur 

!:!nited State s 

Mr. r.usseil 
Mr. Wilson 
Mr. Burdett 
Mr. M8l< 

COS'l' OF J.,. PALZSr INE SETl'L~MENT TO Hi!:R l,',,JESTY t n 
GOVt:RN1,:t,;Nr AND Tl-!E UNITED STATES GOv~RNJ;:EN'.:' 

It ~ss agreed tha~:-

(n) Isr'.ie:i. wriuJJ hAve t0 ray a t l,rn.:it £100 m.· 11ior.. co:'"lpum-,•,t,::ru 
for ::ibandnncJd Arab ,•cJ:ug·rn propert .1 : it ·,11H, vury t,::iliL•i,.y 
thr t n c e>mpre;1ensive setLJt:ment r,f :.ht ?.;les::ine of-Co i r 
c~uld btl purchAsed for less than the~; 

(b) tht: .sum w,•uld re 111[,de av8ilable over t ,:m y,:iat>s ; 

(c) the G0vtJrrunent 0f IsrAel sh•' 'lld be expe<'ted t, rgise 
£30 milli"n 0f thcJ required t otal. Of th::.s £30 milli0n 
it vms envisnged that £10 million W<'Uld be a d iruct 
c•1ntri bution fr0m the :rsr::idli budget Anu. thn t £20 millit,n 
w0uld btl ot-taindd by a 10::m from thj iutt:rn11t1.,~nal Jew::.sh 
coliununit.y t 0 Israel ; 

(j) in vic:w of thtl ir r cJgular c0ntributi•1 ns t c Israel , A.mcJricnn 
Jewry coulJ probably n0t btl expected t o subs::ribe mor...: than 
£:i rnillirn in 0ompensatirn b 0nds . This would leava 
£ 15 milli, ' n t o be r a ised fr"m Commonwei-1lth J ewry; and 
permissi"n w0ulJ ha vd t o bd sc,ught f'.>r Israt:Jli access to 
, .. i:ney markets in Lrnd0n and othe r Comm,,nweal th countries ; 

(0: fa, s i gnif icant contributi0n could be <:1xpc:ct<:Jd frc,rn any 
othtlr qu?>rt~r: the Nrnsining c;um (£70 riill:ion, v1Puld havti 
t,., btJ l<:1nt t,·, I sra<Jl by Her Majesty ' s Govdr~1ment anu. thd 
Uni t <:Jd States Government. 

2. The: meeting then diSCUSSdO the: divisi0r1 o f' t his b urden 
betweun t~t:J tw,, Governmt:1nts. 

3. llir. RUE.sel l o-1mphasised tha t he c0uld mnke no commitmtJnts on 
this rr~ttdr. Subject t o thi s , hd Cf'Uld say tha t the United 
St"Jtus G0vernment would ho;ie for Fl division in which they d:.d n"t 
~eve to advance mord than h alf (i. e . ~50 mil l i on) of the: required 
t " t 11l, and in which Her Majesty ' s Govdrnment would c0nt ribut<:J 
in aJ.liti0n one third of v1ha t<:1ver sum was advanced by thd United 
StAtes G0vurnment . This would m<:1an a d i vision on th<:1 follow::.ng 
lines : -

Israe l 
U.S. and C0mmonwoalth Jt:1wry 
U. S. 0/"lvo:Jrrunt:Jnt 
H,M. Government 

1t Others 

Total 

£10 m. 
£20 m. 
£50 m. 
£ 16 2/3 m. 
.£3 1/3 m. 

£1 00 rn. 
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'l!: It was s ugt,e s t e<l tha t F r s n ct:: mi ght mnb,l a small con·Gri buti0n 
if' s h e part i cipa+.ed in a stit tlemdnt; a nd t ha t funds might 
b a r a ised in ct:l rt Di n ot her countri t:Js , i.'or ~ xamplc: Argentina. 

4. Mr. Shuc kburgh sa i d t ha t he t 00 c oul<.l mak<> no c mnmi tmcmt s . 
It c0ul d not evt:ln b d ·1ssurrtt..d t ha t t htJ I sr--i.,li Govt:lrnrnent WL>ulcl 
be all owed a c ce ss to the L0ndon marke t . I ssues of bonds i n the 
other Comm,,nwealth cnuntries woul d r aqu ira t he sapfl r ,<1t e p0rmissiQn 
of t he ir GovcJrnment s ; b ut t :1e citizens of sc,me Commonwealth 
cou n t r ie s , i nc l u d ing South Rfric a , woul d hnve the auto~--itic 
ri ,sht t o b uy b o1,::J.s in L0ndon. It should be ,•emt:Jmbcrtid t h:)t 
C" lltrib utions from Commor,wealt h J eVlr y would for t i'le mosi part 
b e a Jra in on the s t e rling a r ea ; and i t mi ght therd'ore be 
nece s s ary t 0 c ('\n s i Jer the c0ntri b utio n s of Her 11/iejesty ' s Gov<.Jrnmer..t 
e nd Comm0nwea lth J ewry t 0gt· the r . He agreed howtlvtlr t h8t the 
I srBt:ll i Gov t::rnment wou2-d n 0t be ablt:l t o raise thtl necessary 1·unJs 
\'lith,,ut ?.ccess t o t he ;".,0ndon ma rket. J, s regards Ht::r Majectv ' s 
Gov t::!'11111ent ' s s ha r e 0f t he £ 70 mi l lion which vmuJd have t0 be 
f,·,und in l'lddi ti r'n t c• the S'2Tl ~on trj_bJ.tcd by I~ rae:. a:·.d worl-i 
J<:>wry, he had bcJen think.1.nis i n terms of propox Li<..r1s similr•r ~,..., 
t host:l in which Her }.i:ajesty 1 s Gcve P1u-nent no::-:.1Plly c,,ntrib•1te<.l t o 
lJHRWA funJs, t hH t i s r01md ab0ut 18 - 20% of' thtl £70 mill:i.c1n . 

5. It ;HS og ret:ld t ll·1 t both sides shruld examine t he ab0ve 
i dess furt ht:lr with thtlj r r ':1Spoc·tive financiBl 1:1uthrri ties. 

B, G.::neral Dav el0pment of t he Mi ddle EAsttlrn Area 

6. :J[!_§_hucl~bt..rgh sai d t hat s i nce r ose t tlement of t hc:J .'ef"uge 0 s 
wa s lar gely depend tln t on t he development of thtl economy 01' the 
qrea as a whole , we s houlJ c'o 1:111 we c0uld t,, encouragt:l thtl 
I nternP-t ionRl Bank t o b e more a ct ivt:: i n th0 area . The renson 
fo r t heir inact ivity so fa r had bet::n lack of rtlq_uests i'or .LO-ins 
for suitobltl proje c'; s , not laclc 1,f' capital. It at Pny t ime i t 
ap.:;,eared t hat e.dditinl1fll cnp i t1:1l would make it 0as i er f'or the 
BHnk t, 1anke l<''lns, we w,,uld no t s t and i r, thtl way of their rr-iising 
1a0ney fr0m those o i l - r i ch stat .;s with wh "m tie haJ spclci al relnti" ns . 
In v i 0w, h0"11tiver, 0f t h0stl s t a t tis ' r.1ti1,,bership of the sterl:i.ng 
er"'r... , tht:l metlwd t c• bti followed v10uld hflve t 0 bd a-greed i n adv8nctl 
with Her -Wi j0st y ' s Government , b0:f"o::>e an_y pt:blic statt:me11t or 
u i rt:Jct aJp::>0ach wa& made. 

7 , J,:r . P.ur dP-:t sa i d t hat t htl Inte rna ti ,...m1l Bonk wos i ntt:Jrestuc'. 
in t he High Aswan Dam a nd was r:> t udy ing the Litoni d,; vel0pm1:Jnt 
pr0jec·; i :1 t he Lebanon . In bot h coses the Bank ' s intert::st 
ohru ld be encouraged. 

8. t.ir. Rnsst:il l re called t ha t thc: r e was o possibility t hnt the 
United s ui t es ·nouL.: agr ee t o make up t he diff'er,;nce bet ween the 
t0tol f'ortl i gn currt::ncy c0st 0f t he High Aswan Dam and the amount 
w 1:'..ch t he I nterm,t :i.onal Bank mi ght loan t0 Egypt for this purpose , 

9 - i. r , Shu clcbur gh said t hP t Htl r Majest y ' s Gove r nment wertl 
ns•g0t il'lting additi('\na l s t t:i rl i n g r t:lleases with the Egyptians . 
'l'hese would h:l l p Egypt i an devolopme nt proJect s . 
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AGREED PAPER 

PALESTINE REFUGE3S 

COlVlPENS.AT I O!\' ._ RE:~P.'rRI_,n::r.o~ AJ:;j) 

COMP::N 3.A.T ION 

~ 

'fhe net amount payab l~ to t he refu.p:P.t:s 1wst b::) to s ome 
e~te:1.t de>t 6rmi ned by Ara::> an d Je17ish c:.,.:.ms ar.d cctmcer-c la ims 
but the Westu rn Powe rs should ha ve a target in mind. 

2. Incontestably t he Arab r efuge0s should r tict.i ive compensation 
f.)r their imi:1ovahle prop-::Jrty, of which t ;1e closrst :wovm 
a s sessment i s £•00 mi.llion. In addition the~,. wi:l havtl E'.n 
a r·guable cl aim t o eompen sa';ion for : loss 01· tine and rtlntf on 
that property; t he: diffll renctl l.Je ·t\1.-l,m j ts .:.~·n.::;r,teJ , aluci 
(Lei. the £100 million~ a nd it s vacm:t possess·' _,n v a lue - jn 
o·~her t<:irms , compensation f:> r 1o~s of tenan~s ' rig!-,t s; a nc. 
loss of movable pro.E,er0y , which i s les s ea~! ly calcula~le but 
still f a lls u.r::ie r the Unit::Jd Nations Resolt:.":;io:i. ::,f 1948- The 
A1•abs a lso claim, less justifi1:J°.:JlY, comptlnsa' i on f..Jr t 1,e l r s h a re 
ofi Pa: ::lstint:J Gov,irnmeri.t prop,n·ty and for tht:lir loss of privRt e 
_E,rosp, ::'.:;s. 

3. I frae ~ how~ver, will nlaim for : abenlon,id Jewish proparty 
for1n<:Jrly in Pa lt:lstine , now i n J or·<'lan ; wa r damage tc Jewish 
proptlrty 1 11 Isra el; and Jewish pr operty sequ.,st0red i n the 
terr itory of other comcat ant Arab states , notably Iraq. Tht:Jy 
a lso claim, with less r elc1vAnca, compensation for property 
Stlquestered in non- combat ant sta ·~t-1s, e.g. Morocco . Both Arabs 
a nd Jciws may cla im bl0od money for casualti,is during the 
Pe l .,stine conflict. 

4. With all thes0 f actors to consldtl r, and a ll except the 
;_nnornblu property in former Pa lest int:l bt:ling of citlcat able value 
or rt:llevance , it would btl useless t.:i try to r1egotia te f irs t 
with the Arabs on a fi gure thtly would a ccept and which it ~ould 
b e r easona blt:: f or the 'l/estern Powerb t o f i nance. The first 
step should th•1refore "ue to ntlgotia te with Israel a nat figure 
which the Westtlrn Powers btllie?e woul d btl accept able t o the Arabs. 

5. 'l'hu joiut ,'lorking part y consider ths t t:lvery effort should 
bu made to settle for £100 million, the value placed on th" 
rt:l fUgtltlS' i mn.ovabld propi::rty by the P. C. C. It is well supporttld 
by the availabld evidence; it i s th., least. the Arabs are l.1.ktily 
to a ccept; and it has the virtue of meet ing t he r efuget:)s ' claim 
t o compensatio n for i mmov able property, without th<:J ir suffering 
reductions on account of' unrela ted count er-cla ims. 'l'he object 
of the negot i a ti ons with Isratll , and later with the Ara bs, would 
be to cancel out a ll other claims on both s idds : i ncluding 
Israeli claims in respect of immovable propt:lrty. The valu,i of 
any Arab land rtlturn,id by Israel (d . g. along thtl frontie r w i tt. 
Jordan), would of course be deducted from the t ot a l v a lut:l of 

/comptmsa ti on 
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c:impensDtio:1 as c alcu7..at dd above and -t;hd v .qlu,i of the: ,-, l"lC 1 •ltJ. 
obtajn1ad by Icra1,l Fl t Latrun wrmld lid adJed. But the: liv1.J.t.f'll 
of tht:J demilitariscld zones wrl,ld not 3ffoct ~he for0goin'.; 
;::on,pe.1sa•~i(\n; they would bt:l Jt)ol t with as as t)p·-,ra t c: issuu , 
creR tet" by the prt)&ent settlumont . 

Financing 

6. _4ssi1mi1,.g £100 million t o be tht) t srget, t he m11xi1t1um 
cont r ibuti0n t ovw r ds it should b<➔ rr1J0.e by Isra>:lJ. ; i n effect 
by t he Gover11mJ!lt of Israt)1_ and its main sot.re" ,)f fcrt)i;;L 
uxcl1FH,gt" t w,n·J.J ,Jewry, Thci prLv .1. sion o~ ~1 sul>stant::.c11 Jewi.:;h 
c0ntr4..b uti0 n '.~ilJ rie f ac rl:i.ta t ed t.0 <:!'.cl cl xtenL ~ h'1t pH:rwvnt i s 
•equirtld C""tl:' a lc•n~ r a ther tlifln a sli.irt pori oJ ; aucl iL 
q1Jpear::; likely, i r. f a ct, t.ha t the rd qU1.!'dd poyn:Jll1:S will b<:l 
rpreaa. ovt)r as mu-::, as ten .:renrs btlc·,uso :-

(a) thtJ a ss<'ssrr1<:lnt 01· indiv1J.ual cJ.:i~.ms will t a kt:1 t,1)out 
tr.reµ, : ' t:lars ; 

(b) the .reaft.dr, thd physical d i 3tri buc i l'n will 'Jt'l a gr·::idual 
process if 0nly by 't'e ason of disp'.flt:ls; 

(c) the art.'.l 1 .... lack cf economic wei,2.tr., 8part :"'rr.m +,'1c1 t 1.,0 bd 
crt:ltl ced ':>Vt) ~' d peri.:>d L•f yea r s by ~ll'IR\:J1 c>r LB.R.D. 
projec:ts, will rnoke 1+ <'lXtrtlmt:ll,v d i ff .. cult to invest 
the to ta.I. of £ 100 m.L lli0n in iuss 01,Hn pt:lrLaps t dn yc>111·s . 
:;:3t) ..iause cf t'lt)ir int. t::>t)s·t i'1 prdve,11.,i1ig 1nf.!.a ti0n, t.hd 
Vf..,.3t, dr1, Pow.,rs ;nE, .y r .av H t o ccnsider rn::cir.s 01' slowing d,0 vm 
th·, paymt-nts. 

' • 1:f' the _raymtJnts w..Jrl:' i n fact spre~.1 ovv!' tdn y ,rn r·3 , it 
::..h0ul,l bcl ycss1Lli, fo, · the Isr ..ic:l i. s to p r o vide 30;~ 01 thcJ 
capital with the assistriz,ce o::. ic1tti~11nt1nnal -T0wry, which mi fht 
.r,,r,,vjde i;.:ty 20%, Tilt) pri110i plc;; wou2.d btl t hat Isrf' t)l WHG 

r·~s 0ns1bL:l fer th0 pdj'!Tlc"nts t 0 t :1c: r efuge,,s 'd11rl for p'1yrr,i-m':. 
of in+,..,rt)st a ,id an:0rt isn t.:.0n of 1.Jc>th J<:>,v' eh ::i .1d G0verr1,10nt 
l oa. 1.3 ; albeit the lat c c:r miaho h::!"0 to '>>:JI<,:, ::.ower i nttt r e st a r J 
•ld for lnnge~~ t erms , depcmdent or. I sratJ1 1 s cnpacity tc, :::"'rv, ~d t hdm 

8. While f'u:i. ::. an 4. fimi l St) '~tlt)m,rnt of d ach ra!'u,t,;t;e ' s c 7 aj m, 
i ncluJi~g dppeals t 0 arbitn1tiN1, wc,t:ld bs: impossible.. 'ch,: Aim 
sn,,uld ht) a 'lUasi- 1-'l!pl di1c t1 ir>ution u.f the .f,100 mi ll:i.r,r, 
a c cor d 1.ng t 0 dnt itltimtJnt, i n ordt)r t t> obtain the c e st p0l! t ic'l l 
r eactio.1 f r <'m tile rtJ fugdtJS and the .Arab \·•orld. 

9. Det<-ils n:t dist1•ib'..lti01, pr0C'dUU:'e cqn ht1r,Jly t'd lqij d0'Vll 
without p ric.,r disci.:.ssi L'n with UNRWJ,, sin01a compenscit1on has a~ 
00oncmic (r~E't:lt t lement) aspe ct a1c w~ll as a polit icgl •11'3. 
N1av t::rtht)l-:ls& cert:,dn interc:s,.s of t he Wt-Sturn .?owdrs a re c::.t),1 r , 
and t ;:e f0llow1n g :nodif! ca ti0r.s arti pro,..iosa d to th-:: princ i ;,le 
cf payment a c cordi Pg t o ent i tl-::mt)nt: -

( R) J1ny rt:l f'ugd~ ' s claim s o cornpt)nsotinr, shnulu b1;; nboted b.y 
tht) value of rt)al propdX'tJ or t)q_uipmant mnue ovs:r to him 
l'y mrnWA !f he i s re s<'t t,lt)rl or r1apa';riated. • 

/(b) Ab0ut 
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(-:.,) About £35 mi lli011 is due t<' s_.r:·~- ~ ~, 000 cl9i!!.-.n.t.:i c,,-_,r 
and abov tJ £2 , OOJ each, Th0 r ~ ct. h'l''e ,1t;i.ue11 r;.cht:.. ,,-i-r.!:1 
thc1 ponr -t;o t"':e!ltual ;;iavm<::!Pt cf th-.:i.r ,mt:it'.L-,:n_,nt , 1~1...:.; :_-~ 
is imp0r1;nnc that t:ii.s cnpi taJ. should crtJ'lt<::! er._;_)l Jr:.,,1~ 
in the F,ren , as "':;h0 prt>pert~' ::.t r•e::c:>r•dse~1 ts u r.eJ 'c, (:."' :1.n 
PHltJstintl , lt i s pi~posed ~hur~fore th1t ~r1ority 1n 

payr.:tl~'lt, wi t.11:i.11 this 0lass, sh0u.l.d ce t:i''tl!l t ,, thPse w:10 
arc-- proparod t,, show th&t th;iy will .:.nvt1st ti1eir 1 unj_~ 
usefuJ :J.y wi t:i.in t,h-:i i; i ddlcJ 3,,st. '.I'ht) ~'..!'~]-.Gd but llC'l 'i: t'lc: 
fI'ln;;i_1.,le of s;, distr .1."on',in .. ., '·h.:.s m1 •n.::.:r sh,.,, • .lJ. be dlscusstid 
wi t h tr.tl Arab G0·s1eri1TJll:l~ltS 1:1 so f',l' f-'S :!.t nf.'.:',H.,"'.:S thu 
l-lcon01.1,y of ~htJ c r•un1.-r.i.e,; conc0r~-:':!cl .• 

J;u .. •ther con,;iderat ir 1-. sh0..1J.d "tu 5 1v0n to -!;;1-, or-.'pnsnl bJ th:1 
Lond•"':l w0rlrin1:, psr1,y thr,t t:1:l',,.tlc;:;,c~,1,i;, c>:: ~hls ;_1,..,g:1::.tuc.b slwvld 
be i ,11tJ ste•i in a 1uvelC'.flll 2 1t tank. wi ti1 rs::fu:;,1e ro.,Jr~• ·; :n tu+ 10n 

on ~ ij q Boe -rd. 

( c) ~'nere w01U<l b.:l c'. i st. inc~ i;-, 1::. t ~c:il au.v,H1t:..ce L1 1: c u.c ab] e 
·~c enr0t.:1 l-tl ai, th<:! ru,,oet ~t:r•t evs:1·y -:•efuJ e,· W0'1:':.d g,.,< 
so11e dirt.ct ber.bfit 11·0 1,1 ·GhtJ Isl·neli ' r payu;,Jat ?f 
i.:ompe.~saU 'Il, With thi s l n r:1i!1i.. :l.t i s pr~•p'.)&tlJ th<it 
th':l value of ~0:nmcm (r,•& sha ') lsr.<'! , ·:1hich ·vo11\c'. in nny c E• .Je 
be Alrv13+ im;;,rs:,ibltl to <liv i d,; :c.rri·nJ tre legel (),Vl1,ltf', 
s!1, 1ld be s','lreJ. by a 1.1 clE'imcnts ~,.., .J"ll8l1. ,,m,,l.:.nts (perh:3ps 
t:·.0e0 with cla:ims .1 ,10.tJ ~ .':100, w::.ic11 ··1.)ull mc:a:'.l. 3<11,1<:: 
70 , 000 p.;rs.•nrJ ), 'fr10 L0nd,·:1 ,1,:-rinng pDrty 1 r. .,~1cl os·:- i, ,n 
of a mj_'1;:nwn p>3.YJ1lLmt o:: £ 100 p<::r f"1,;tl:1-u:n::.: woull :..nvclv e 
'J::>13t'7:'dnt 0f al 1 cl a::::is t ~ hibhclr a~10u.n~a •'.f th0 t .t t<1l 
fun.' .. ,e· J 0nly i'.100 mU.li.r,i-:, It s!.,,uld howey,-;r bo further 
e xA1r.J r_,;d ; n t hcl c 0urse o f' n,, g,~'I, i n r. :.ems. 

1,. I n :::m.:1,17. i t i3 assW'!lcd that c.,:;;:f,!', w~l.L c,n~1nu,J t0 
rdmJvc- fr '11'1 i t & rat:..•' r.. rr-11& nn~ clai,r!.m~ founc. t 0 1t' so 1.i'-
Guft•tciJut. ~·u rtr.1r, while n:, cl ,~r.,onG ,ihc uld lie d1::1niee. t'11::1 
ll] ~i mn ;0 rig':1t t ,, C' C <'n ;>'.'!'rrr:vr.t , iir.y dJ-rices t r:> ff,Ci. 1.i t a+e 
p1.1.yr.1d~-~ .1. .1 l:ir.c. wt•t.ld \.Jc> 1)-lnefic.i!:ll. 

·i i . 1'he P.{t:n+.:; i :1 t he 1•,·wr•-1t i ' n (r.f·'.;1...r th<:l \,'/ jS-ttJ:•n ?,. we;rs 
l1ev--, n,rpt,J Rted '.,r.e prr-postld ,·et+,.Lement), :=:houll bl• '1S fol.,)'¥S: -

(o) i.'r.r t :,e purp0se r,f assds'3;ng L1.di v 1,~;;.a) cl";ims, receivir.3 
i',r:df r:~om ::.H'Btll ar.d. d i s,;,ersin6 c o:r.p:.Jns-ti 1 n t~-r.•ugl 
;TJ\i:l'.'A, a syt1c,al Unit.ti'!. i-.:a~iom, ag,mc; .night be sot 'J.p '1/ 
th•J G,inv r t,l 1,.,serc:>ly 8 t "':;iltl r eQ'J.d;,t 0f thd !' . '.'.; . C. 

(ti Tt1\jf.WA , hOV.c"/er, Sil''Uld hd>1,l1e all CN1~octe Vli.+,h t .'le 
refug"es , c> . g. f0r iaontificqtJ0n a~l fo~ +,ri.e c~sh 
_ryoym~ .1tE as i~.d,;,,:11t0a '1b0va . :!: t. is not excl.udt-d th!H a 
lo ~a~ ,e-c,vernrno,lt cnr ulJ ·.,akc' over U1:RW,., u fJnc';l.L•!l enJ I'ull 
rcspcnsi h '. l i ty, in '"-rdc:r· t, faciJ::.1,l:ltt> t:i.,1 •~en-::y'::, 
v, i tri.c r awal frr,m i;hcJ c0untry, 

/IIB?,.TRI '-.TIO:, 



• 
TOP SECRE'r 

REPATRlJ,'l'lOH 

, , • It is Cl'ns i derod t ha·.; Is_fltl l , with fl vi 11'1 t, r..;cr"·,ci lii'6 
Ar1:1b cliiims to a gtmoral rigbt of r0patrit•ti ,11 , anti l1•Jr own 
i m,bili ty t 0 t aktl more than l i mi tdu. 11wnb0rs, shC'U]J. ~f ... 't-J:;:> tt-, 
r epat r i o t ·3 75,000 Arab refugetJs ov':lr 1:1 l'ivo y<:,Rrs prl..'::.._u.. 
'l' r i s cnul1 btl a c compli shed l::Y .;st,sblishi:'lg i.1.:trLi.gr,>t i ,,n qu0tas 
.Jf 15,000 eaci: f'or f i vd 3uc cess i ve ,y,rnr;:,. 'l'iw quo·:.as wr,111 l 
b0 non-renewable but measur.;s w,-.uld bcl tak0n 1,c, tlnsure 1,r.a i, 
Isra.il J.i li not imfOStl administrative rt1stri e;ti,.,ris whid, w,.,..i.ld 
pr,➔ .rent the q_t'oi;as being fi]Jen. Jt :l.s unl ... k.e.1y tl.•,.; ·clt..i:;;,-i 

Q'l C'ttJS w::.11 ia fa::t br➔ f;_llc:d, n, ,r w0u)d it be gpr:,J sens(:j tL, 
persuadtl 1iny c,:,ns:..c.t11'abl 0 nurnl-tlr cf A.•nb r ;f'ug00s t o -- tJ t-,tltJ ill 
I srael tlxce,_.)t for ptl!'snns fr·..,m +,he G'lZ'.l ..,trip fl'r 1:h01.t pr:,spccts 
Gf !'tl S3t tJ vmclnt eJ..3<:JWhclre 'lr·J tif.,JecialJ y di:n. 

1, . '1'11e lnnd which th.": 1~rabs fnrruorl.y c.,c,~upio:id {1ould h8vv b1.,t>n 
:ra i d t·,,!' ly i:.,rr,'11 v, i th t htl £100 1,•il 7_Lm cornpc>r>s,,tj <'J:, ~f 
I sr:i.<Jl prcvi Jed retu,.,nin6 rcf1_1gt1 o:i.• with s'°lm,J oi ~ htl v0r.1 li, !•: ttl::l 
psr t cf s,1e:1 la11d v:hi::h h'is ~~ ~, . .ieanw!nltl been C(>J.nnif:1':"d, this 
woulJ. g i. vtl th':l g:t•t:JattJst, sat i sf1.<c ti,-n t~• o Yt:Jr·y f't1v1 01 the 
would- b0 rtlpat riri t e s - pi: rt:i.c:uJ a r ly if tn;i ..:·c-rme 1· c':tnt11 i; c,,uld 
r0tur·'l tl~ ~-t Im: ~-Jiu C.,.o\c:runent 01' Ts".'a cll w0uld cert,nr.2.:r 
wjch t ,, J.eduet its v alc,.e fr,.-.:n tr.cl c0:r.po:ins·•1, i ,n 1-1n,l, t.c, t.n<:J 
dtJ;r i m ... nt ,,f the :e,,f:iget:Jb ·L;, i;ener·~l. :.i,-reov ... ~, Isroel :i s 1J1c'st 
unl i kt1:.y tr' g i ve trtl Ara::i r.::fugees th-:l actu.,l title tr- any -,imd. 
w"ta t tlvtlr. I ll ~art, c,:1.e can e:r.p0ct t:1.tJm ~o b.i t1·<>ated n0 !::etter 
t lwn J-ewi sh i rnrn ... J;.anti;, i.o. to 1,e giv<:Jn, a~ thi..: ,,1ost, t. 
i i rni ~tld ~-1nnncy of ldn1-

1 4 . On bal~ace th.:: ~0st s~tisfac~n~y cnurst:J nppenrs t ~ bt:J ~'.~ 
.io~~ow 1r.1.g : 

(u) rc1.Y cc•mr.t'nsc- +.i -.n , ou:iject tr• ~'.:~ bt1L1w, t,, r0:)rrtriatec. 
i'~f11,;;tles 11h"n t'.1c:y !:11'.'tl c)nt i tl0d ~0 i.t, in th-:; s 'l;,1t.1 rr.1HL1tl'' 
as 1s dcne <.,, , nthc::' :-e-1:-uc;ees ( :hc:y wc,t,7_u. ir ft ct r.'.iV':' 
l i r,tle prosi,t10t '.)~ 1'0 ~·-1rr_jng t,, th·~:.r h0m0s os pr::,viut:Jcl 
for 'n -:;hti m.: R<'SO-Lllt iN1 o.,_' -, S48 a !1c: tr t1rt1fn.'e ap_::i,,ar 
er_ti tlc:ri t ,, C(l!Tl,_)c'nsntir,n) ; 

(b) i ncluutJ n 9rcYisinn in th0 flp:plic'1tir'1s fo. rvp'Jt_•ioti ~r.. 
bo.•r•j_:1s ::-'t'lf°.J !rtlr. S :'r m r 0 , iGlll!?, suhSd(j_Udn~.ly in Ir:;r'1c;l ~l u:·ts 
cl<1iuJc -f:'nr f\u 1 r0r ..:0mp::;nsfiti0n fnr t ht::i.r r,r,1per~y; 

(c) UN"V/ __ t,, pay tc.si erst ')t' r~1x1-:;r -I....,t 4 r ,L '.'ml--:;, rtlc ,,vtJ1' ::.'1t1 

f'!"'.,~unt sptin'L on eP-c.h inJ::.v:i.dun l f·rn1:• ly 0f r1p,1tr::.:1tos l"l 
f' ci:· as :;l''SS.i.bltl fr,,rn t°:l'• t farnilJ' s c0moana· ti· n ol"titlc:mcmt . 

'Fr.e a.:iove r:·0::ed1•.rt1 wouJ <.l av0id insistt11_ca by I<JrncJl Ght t tht-i 
c0mpt1ns·t : Ln total egrt1ed ~n wiLh hvr b➔ rt1<.lucLJ ty thtJ VN~u~ 
uf the pr0pt1•.'.'ty ,,t' rt1fu-,etJs re curni~g tc• I srnt'll, Dr:d woulJ. 
S70id d i ff i cultitJs ~ i th I s r '1el ov Hr Whdrd ~he ref~get:Js <Jhnuld 
bd settltld. 

1 5. Thtl Phole ortiret i cn wnuld bo:i comr,ldtc:ly difrtJrdnt f1'0m the 
Arabs ' c,~ncept of reopatrist ir,n (which Cl-,t.11 b<:l doscr::.buu a,:; tho 
:re - oc._:upa-., i ,,n of' ;.,rel:- P1:1 :;.e i;-i., i nt:1 ) , but it is c,,ns itl':lrod possible 
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t ,, prt:stmt the matter in such a v,uy t:-wt the /\" .:, r}.),;ernr.,,rnts 
would n-.i.mit thet, thd U11itdd Nati,,:•s ?'.us111.ut lon aoout repctri'l'tir'n 
h'ld be un fulfilled. 

1 6 . The jnint 1,t,rking party have n0 sufficie:J.'t br-isis for a 
defir.itd f0recast of results in tur:ns of F<.J settlt'Jnont. It i s 
considtlr0 d thflt sub st ant i al progress in this f' i t'JlJ. is .:.m~oss ::.bJ.e 
unlt'JSS :-

(n ) !:lll avf1ilAble muasures s,rti tak0n to Acce' 0 r n+,t; t!1<.J gen0ral 
uc,,nrim"!.c d.~·r0l0pr.1,3nt of' 1,h., 1\rso R~..Jtcls b J· mu· r,G of fo r eign 
ci· ,:ii tAl and t echnicol ossis+.anc<l ; 1:1 nd 

(b) thti ... r Ab n-,,vurr.m0n::.s permit t;.e f.cee movtlmt"nt and rcrsidence 
und umplPyrn0nt 0f t h,; ref'..l.gdes t troi..gnout th<:! rdgion. 

17. Fnr tht:l purpnse of r..a Jring ei worl:ing e st ima,·tJ 01' re.suP,s 
nv,3r A .L'iv e - y<:Jar pc.riod it is FlSS c111.':ld, hnw,, . er , t!,t. t 'Jt-rRWJ\ will 
sr-, n b•J able t ,, withl1Paw from Syria (!low h1,•l;r-ur~_ng 80,00'J 
r,:ll't11,;t:lus) ; that the Leb8nnp, having son,d 2C', OJO C;'lr1stia!1 
r0fu1:,ties, ca r. absorb tr.em 1:ind a n equal nUlli'!:0r cf' • L1sl0r:1s wi~h,,ut 
upsutting thd ()011fd ssi ,.,na l balance ; tha t S'>:;~.:l 60 000 \,i.11 
i n--.. 1,1i ,;;r i:i t 0 t o Ira1 , ;,articularly i f :frozdn Jt!V:ish a::-s0 t s in Iraq 
nr0 usid tn help th0m; that ~70_000 will be absor~ad ~n tht! 
J · ru.a1i Vnlltiy and SinA i projects; that sriy 50,000 Vi).11 b0 
r ,:pa tr::.1 tud tc, lcrael ; rnd that i:;ay 130,000 rnay bcl r0m0v<:Jd 
from th-, UNRWil r'.)lle by s t r~.ctdr vcitting o:"' rati-,n co :'ds.-

Syria 
Labunon 
Iraq 
J0rda n Valley 
Sino i 
Isre el 
D0floti0n of 

UNRVIA r olls 

8 0 , 000 
40,000 
b0 ,000 

200 , 000 
70,000 
50,000 

130, 000 

6,;0 , 000 

18 . If tho abov e projecti0 n, which i s v...iry optimis tic, works 
out in practica about 250,000 rafugees might rema in l'n UNRWA rolls 
a :fttir fivo yeBrs : l o c a ted moin.Ly in Jordan and the Gaza strip 
( r,r i r. camps in Sinai dist i nct from the Sinai prl1jer:t) . UNRWA 

;-.·ill probably bo call0d upon t0 support thest:i persrms f'0r a n 
adJ.iti,,nal five to ten yciars. JordAn woulr1 be financially 
incnpable 0f d0ing sn , and if ~gypt annexes the Gaza strip s~e 
w, uld pr0ba bly h a ve to be g iven assur1..nces ~hat UN:rtWA will pay 
1'0r the cnre of the refugees until they a re per1aancintly settled. 
';,'htJse persons mi ght eventually be r0settlad in Iraq_, Llsewhdrtl 
in thtl M0slem w0rld i n small numbers (perh'3pS in Libya nr.d thu 
Sulan) o r possibly outside the arua . 

/1 9 , The 
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19. 'l'he refugees in t :-:0 Ge.za s-'-,·, ip v1ill ;,ose ' s:;ie.;1.e]_ J!r Oblt'm 
(see J,;;>pendi x 1 f;-:,r t e·:,pitoriol a.·cU.t1mt1r:t 1.mvisa~~J.) . In 
the ruost fav<.'Urable ci·'."l:t~r::.s i;au:,-:Js 70,000 w;;,uld l:it: re.setLl<:Jd 
by the Sina i project and porhaps 50,000 \";l.,ulJ retu:r·n t r, I sraul 
lanving some o0,000 for i'thc-m tht!re is little p:::-ospect c'f 
r esettl<:1ment in the fo r es-atlable 1'.1ture, If left Jn the Gaza 
strip they would b,➔ a c c'nsta:rit cource of' frJ.cti 02t b--:: -1.: v;':len Egyr,t; 
and Israel. Ther~:~·ore Egypt sh0uld be 1skbu t 0 ~:errni t r<:!Tt')n.J. 
of the rema ining refuee0 s -t.o ne,;1 cs mpf t n b t::i locatt~,l in Sin·1.i.. 
UNRW.n wPuld pay f0r the move a nd agroe t o suppo;·i; t he _::-,efu.;0 JS 
unti l thdy cr,1.,.l c. be p ..; rm::in<:Jntly resJttled. 1 f J,'.p;ypt r,if1.:.s.::lc. 
tr admit the r efugees into Egypt proper the sii;uncjoh w ~ld be 
a ccepteJ relucta ntly, nnd UNRWJ, would still oz~e0 t0 supp0rc; t hJm 
unttl thc:y 9rt:l p<!rmanent l y r..;ci.,tr.J.e c.. J:f Na s _;0 r r .... .:usoJ t,, 
ric<,ept th0 G·iza strip wit h thu rBfuge es s omu form of trus tt::iu sh ip, 
as discussed in tha °!;<.:Jrritorin l apr0ncix , Vil'uld be c0no:i.Jlered. 
'i1 e should nc1 t neg l-,ct a ny m-::l <:1ns of cr·ceting addi ti0nal parmanc:nt; 
eJ1T;i1t, yment ln Goia ; but, because of thd d i.fficult~t>s in finding 
resattl.imc:nt opportunities fo" them, a nd the c.. v.ng.::rs ,,f 1'rn:1ti r. r 
i nc i dt:nts postid by thtl 0 , tJ rcrowded Gnza strip, .'vf\1g,.,ti3 f'_::-,,:,:n 
t his arc:a wnuld rt:lL!eiva priorit,}' fl r repa -t ,.!.sti• 11 ·.;o Isrntl l and 
f 0 r resettlement in a ny new projects which "!'!DY b::: devisuc.. 



EXTRACT FROM AGREED PAPER DATED MARCH 9 

REFUGEES 

l. To prove acceptable to the Arabs the proposals must contain 

provision for repatriation of Arab r efugees and the payment of 

compensation. In practice only a small number of refugees 

probably wish to return to Israel and in general it would not 

be desirable t o increase too greatly Israel's Arab population. 

2. Israel would be asked to repatriate as Israel citizens up to 

75,000 refugees over a five-year period. This could be done 

through a non-renewable quota system providing for the 

admittance o:f 15,000 yearly with priority given to refugees 

:from the Gaza strip . Pepsons readmitted would be settled by 

the Government o:f Israel in the same manner a s new Jewish 

immigrants and UNRWA would provide :financial assistance to this 

end. 

3. The eventual resettlement of all refugees depends upon the 

general economic development o:r the area as well as upon spec1 

UNRWA projects and :freedom of the r efugees t o move in order to 

take employment. In the long run the bes t prospects are 

provided by the economic development programme under ,rny 1n Iraq. 

A very rough :forecast o:f resettlement possibilities is as :follovs: 

Syria, 80,000; lebanon, 40,000; Iraq, 60,000 (initial increment 

Jordan Valley including the Unified Development Plan, 200,000; 

Sinai Project, 70,000; Israel, 50,000 (it is very doubtful that 

the full 75,000 would want to return); total, 500J)OO. 

4. Compensation. 

a. Both the Ar abs and Israel will advance l ar ge claims and 

counter-claims which will prove almost impossible to 

evaluate. These will include: on the part o:r Israel 

claims for abandoned Jewish property in Jordan, war 

damage and J ewish property sequestered in the Arab states 

on the part of the Arabs, movable property, tenant's 

rights and loss o:r use and rents on property. The most 

/ practical 
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pract i cal approach is first to negotiate with Israel 

a fixed figure which will represent the net amount to 

be paid by Israel for compensation after all claims and 

counter-claims have been taken into account. The 

suggested f igure is £100,000,000. This is the FCC 

estimate which is understood to be conservative, of 

Arab immovable property abandoned in areas of Palestine 

now held by Israel. 

b. It is important for psychological reasons with respect 

to the Arabs as well as to minimize the financial bur~en 

on the US and UK that Israel contributions t o compensation 

be as large as possible but it recognized that unassisted 

she is unable to finance such a large sum. In view of 

t he time which will be consumed in determining individual 

claims, the dif ficulty of providing funds and the low 

economic absorbative capacity of the area payments should 

be made over a ten-year period. Of the total :Israel and 

world Jewry combined should pay 30 per cent and 70 per 

cent would have to be provided by the world community, 

primarily the US and UK, in the form of loans to Israel. 

Israel shoulQ accept responsibility for repayment and 

servicing of the loans. 

c. The funds available for compensation should be distributed 

through a quasi-judicial process to persons who are able 

to establish title to real property. Persons otherwise 

entitled to compensation would be paid even though 

repatriated to Israel. To avoid double payment any 

claims would be reduced by the value of r eal property 

or equipment provided t o a resettled refugee by UNRWA. 

Large claimants, estimated at 11,000, should be paid on 

a deferred basis to reduce dangers of inflation and 

provisions should be made to encourage maximum investment 

/or 



of the :funds in the area. All ref'ugees should r eceive 

some payment. This could perhaps be done by dividing 

the value of common land, t o which title i s difficult 

to determine, among refugees with no claims and those 

with very small claims. 

d. A special UN agency should be e s tablished to administer 

the programme: UNRWA would make the actual payments. 

e. The value of Arab lands returned by Israel to Jordan in 

the frontier adjustments would be deducted fran the 

compensation total, while the value of land acquired by 

Israel at Latrun would be added. Payments for property 

in the demilitarized zones on the Syrian border would be 

handled separately. 

f. Appendix 2 describes in detail the suggested compensation, 

repatriation and resettlement programmes . 
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BIR IJm 

TOP SECRET 

cc: 01r A, ~hneton 
•r. Dftke 

Ur . Fotter 
rtsb t J4&.A@w 

ra1eet1no nett1emnt - Q(55l96 
Thi e paper sets out the do.nger o of wor 1n the Ui<ldle oat 

arising from the non-settlement of the dispute between Isr~el 

and the Arob States, and outlines t he plane which the l'oreign 

Ott1ce have been making nth the American State Depr1rt ~ent tor 

trying to reacb a settlement . 

The object i o, of course, entirely laud.able, but the wn;; 

in 1thich the serious financial implications for ua have been 

handled 1e most WUlOtist"'&ctory. 

At the end of February Ur. Shuckbur eh, et a oeetine with 

Sir Alexander Johnston and ?Ar. Fl nytaii-, gnve us an outline ot 

the plan. r.e explained the eerioue d1ftioult1ce which the 

i'inancial propaenle would hove tor us nnd . r. iJhuokbur gh aereed 

that turther t.11scuss1on with the Americana would be entirely 

Yithout ccrrl111tment, pending f'urther discue$10n with uo. In 

spite of reminders, n bad nothing from the Foreign Office until 

;reaterday raorn1.ng when t.ir . le.xander Johnston received a dra:ft 

ot thil!I paper with a message that the Foreign Bcorct ary wonted 

to circulate ul"gently. Be called a meeting, which I ntter,ded 

yesterday afternoon, but by t hat time the paper we.a alr ea y 1n 

prooees or o1roulation. 

The f'irst point to which we drew attention wan the phraee 

in paragraph 61 "These discussions ••• • • hnvo resulted in 

agree~ent upon a oo::iprehena1ve set of proposals for a settle-

!!lent or the Fal.eaUne question". It aeemed to us th&t the plain 

meaning ot theae word.a must be that ll . !1 . 0 . was o~xdtted vie-a-ne 

the u.s. Government to proposals on these linea with their 

f'1nano1al 1mpJioationa. Mr . &huckbUl'gh maintained t hat the 

d1acuaa1ons bad throughout been entirely without cownitment to 

either OOTernment. He admitted that the wol"da quoted above 

/m1elead1ng; 
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• mialead1n,:n 1t wna , however, too late to alter them • 

. Aoreovcr, however much he and hie American opposite n11:nber y 

have reaervod the posi tion ot their oovern.nento, it muat bo 

recognised that the mere drnring up of th1o plo.n baa gone a long 

way to getting them morally and practically oo:::i.":11tted to it . 

The financial 1~plicat1ons are oketchcd out in paragrar,h 8 

ot t he paper. They can be divided ae tollowa:-

(a) npeeding up of u. i.i'. '", , aohemee. Thie, which ia 

primarily an 1.F. matter, roioed no nev question of 

policy. 

(b) rnaucements to Egypt and other Ar@ ntatea. o 

regal'da Eapt, Ur . ShuckbUl'gh told ue that it 1e 

likely to take the tom ot neeistance townrda t heir 

4evelopnent eohe:ieo, in particular the Hi&il awnn 

Dam project . The ~.mer1ctme w1 th ,man he had die

cussed it talked of tnak1.ng a grant o~ $200 million 

towards this project (estimated to cost t6oo m1ll1on) 

on the bae1a that a further t100 million would be 

contributed by I .B. R. D. Jr. Chuckburgh aaid that 

there had been no euggeation that the u.K. should 

give or lend t:10ney to Egypt, our contribution bei ng 

resal'ded as taking the t"om o:t additional role11seo o:t 

Egyptian aterl1n.g. These ideas are quite different 

tran those which the ESYPt1o.na bave been d1acuao1ng 

•Uh tbe oernuuv'Drit18b/.Freooh consortitm :tor tbe 

building ot the Da.'ll, under which addi Uooal sterling 

~lanoea releaoed by ua would be used to meet the 

f'o~1gn currency e.xperxU ture on the project . The 

cost 'r,t the Da."11 1e eo great and Egypt ' a reeourcco are 

so strai~ that ehe probubly will in tact need not 

only her own eterlin:.; balonoee, bot also aca1etance 

from t he _..,ne r i cone end the International Dank. But, 

wher eas under t he ~lane we have been d1eoueo1ng ECYpt 

would a··,o.r d t he cont~t to the oonaort1,n mid mu, 

contra ctor s •:10ul d get a substantial share ot the Ol"deN, 

/under 



under theoe present 1deae, the ericane 1lll1Y ~ell 

1neiat on ricun pnrt1c1~ot1on 1n the project or 

ut at~ x-a te 1ntcrr - t1onal tcnder1r,e. 

There hos been no oo-ord1nat1on w11.hin the 1''ore1gn 

Office on this St\bjcct . "1lcrea.o "r . fahuckbur&-h would 

like 118 to go slow on the negotintiom, tor the releeoe 

of hgypt1on oterlinJ, hie collcnguee who have octuolly 

been handl1IlfS this suageotion have been pres 1ng ue to 

go ahead ea quickly ne pooaible. All this eide of it 

we will endeavour to olenr up 1n the Poreigri Office next 

week. 

e asked what 1ndttcencnte to other Arab Gtatee 

were in mind. Mr . Shuckburgh enid that this referonce 

had been v-ut in the paper becuuse of tho posoibility 

toot, ae negotiationa proceeded, it might prove neceeeary , 

to bribe e . g . the S}'l"ian ~iove~!!lent to take some ro.b 

rctuaeee. There wno no suggestion at the oornent that 

.•. J . would have to contri bute, but it woe a poaa1b111ty. 

Thie i1luotrates how ooanittnente which rtJa¥ turn out to 

be inescapable araie when one embarke on a project or 

this kind. 

(o) Co.npenant1on for Ar::ib etqgee '.Property. It i o an 

ee ential part ot the eoheme that the Government of 

Israel shculd P"'1' co~peneation estimated at about 

... 100 1111111on to the Arob retugeee whose property in 

Israel bas been cont'1ecnted. It 1a recognised that 

Ierael cannot in fact produce anything like tlde amount. 

The i deao produced 1n t he ft~lo-Amerioan 41eouosiona 

were described to us oe tollows,-

(1} Loan or pn. by u. s . Govern-
ment t o the OOYermieot CYt Iorael 50 

(11) Contr1buUon by the Government 
ot Israel Uselt 10 

(111) .uma ra1eed from Jen in u •• 
and CCIIIDOllwealth 2 0 

( iv) Loan t'l"om B. 11. O. 



Tb.eee ideas are still ffr:, t'luid and they ore not at 

all cleorly expres cd in paragra b 8, where 1n addition 

to the ~15 million loan tran ll. H.G. , rererence 1a made 

to borrcwing b., the Oovt:rnment of If'rael on the London 

Lh:,ir:'l~et of .ClO 15 million. Thie 1e apparently 

intended to be a reterenoe to (111) in the table above. 

On the advice o~ the Dank o~ .ngllllld, I told r. 

J huckburgb tbat, quite apar\ ~ the policy dif:N.cultiee 

vie- a- vie COlJ!lonwealtb bol'l'Owere, etc . , he mu.et talce U 

that it would not be possible t'or the Government of 

Israel auooeae:t'Ully to float eucb a loon on the London 

Market and that 1t was useleee to regard thie as a 

tuture plo.n. The alternative would be to allow the 

Government o~ Israel to sell in this country, and 1n 

81l3' other Ccumonweu.lth oountl'1ee that were will1niJ, 

their bonds on the lines on which they are now sold in 

the United i.,tatee, Caru:.da and certain turopean countries, 

I ea1d that thie might raise fewer d1! fioulties tor us 

provided the bonds were non- negoti able, but that we 

ahould have to have time to consider 1t, and meanwhile 

we could not be regarded aa oommiUed to it. 

The £15 million loan i'rom n.i.. . l). 1a primarily a. 

matter for I . i·. Sir lexan<ler Johnston pointed out 

the budgetary 41f!ioultiee and l atreeced the b lance 

ot ~nte d1tt1cul.t1ea at the present t1me. 

Apart from all th1a the 11llpl1cat1ona ot the eudden 

int'lux into the Middle Ea.at of .&100 million are obT1ou•l7 

moat eorioue. The money will be dol~ wt in 

relatively small amount■ an4 will produce inf'lutional"J' 

cond1t1ona without 8Yl1' direct eopetua to our own export■ 

tbeN. 'I'he Foreisn Ofi'ice are alive to tbeae danger■ 

but at tbe moment have no 14ea• about how to meet tha. 

'£1WM 
Kr. Bhuckburgb told u that earlier thia wek it wae 

/ex;::,eote4 
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ex eoted thnt negotiationa on th1o t:"ould be or,encd up with 

Egypt vc'I!'J quickly. c.nd in r~ct preliminary oound1nge hD.d 

been taken o~ tho Egyptian f rir.lc .:11nister by the rican 

.Ambao£11dor in Cairo. TheGe had been reooorw.bl;y successf'ul 

but it -a.a noTJ oloor that no further progreoo could be made 

until the gypt1an J r icle U111ister rcturno :frOl:1 t he A:fro/Aeian 

Cont'erenoe a t Daodoong a t the end of pril. It T:U& agreed 

thnt L>nediatoly after E~ster wo s.ould sit down wit h the 

Foreign Office in 01'<lor to work over tho points outlined 

JQfXIX above, and that ao a rcnulb a further pnx;er or pax.,ere 

might be circula ted to tbe <.,.1binet b:,r .. he Foreign Oeoretar--J 

and po e ibl;r b y the Chancellor. ~hie io 811 very well 

but 

(a) .. .cunwbile t ho Cabinet CU'O loft wit h the 

::tialenu1nG L~preo~i ons contained in the 

Forcicu flecretc.ey' o J;(lper, to which r have 

nlrcndy referr-ed; 

(b ) it must be recognised t hat t he Foreign Office 

buve gone a long way to being rnor ... 11;,, e: ot1onally 

nnd pr aet1onlly committed to a pl :in en thcoe lines. 

(W. :!k4,T ,OJiG) 

7th , pril, 1955. 
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Note of a meeting held in Mr. Dralce'a Room on the 14th April 

to discuss the fine.Acisl implicati ons of C. (55) 96 

PRESEtlT 

Ur. A. E. ::;rake 

llr. A.K. Potter 

Col onel RU&sell Edmunds 

:Mr. H. s. Lambert 

1!r. C. G. Arthur 

:u.r. K.J. Siopson 

;yr. R. Belgrave 

Treasury 

II 

n 

II 

Foreign Offi ce 

" 

" 

1. b Foreign Oftioe explained that the World.ng Parv report waa 

entirely a United Xingdom paper. The .&greed Pa].>8rB were joint 

u.s./u.K. viewa which were official vi.en only and wre entirely 

wi11hout c0111Ditment. 

r 

2. In ana1'Nlr to Kr. Potter, Mr. Arthur aaid that it waa not correot 

to sq the Cabinet Paper put 1n 1u the Foreign seoret&r7 wu out ot 

date. Sounding• had been made aeparately ot Colonel Naaaer by the u.s. 

Ambassador to Egn>t and the u.K. Ambaasador. ID the course ot these 

soundings, Colonel Nuaer bad laid claim to the NegdV and had proposed 

that a sohemo should be worlmd out to this end, &I (Colonel Nasser) 

would oonaider the aobeme when he returned from Bandoeng. It would be 

neoeuar., for the Foreign otfioe to discuss this developaent with the 

Americana and preaent thought■ were that the Americana should be aalllld 

t o oome back to London next week. Then there was the uncertainV 

about e" General Election. If there wu ooe, then the que■tion ot 

turtber talk■ w1 th the EgJptians would have to be put o ft. It no 

General Election, it mi ght be neoeHary t o ■eek the Cabinet'• authoriv 

to go ahead w1 th the propoasl for a ■ettle•n't. 



• 
3. Mr. Potter said there was a referenoe to oil in the context 

of Israel. Was it contemplated that the p i pe line to Haifa would be 

opened? Mr. Arthur s aid this was not contemplated. Iraq would not be 

a parizy' to the settlement I.IIld there would be no attempt to me.Ice the 

supply of oil to Israel an issue. All i;hat was in mind was the removal 

of certain measures by Arab Countries, e . g. , supplies for Israel 

through the Suez Canal 1 ,;here was no question of trying to get the 

Arab Countries to e ngage in trade with I srael . The removal of the Suez 

Canal restriction on sUpplies for Israel would help Israel balanoe of 

"" payments wise and this was thought to benefit - oil imports rtr about 

£1 million amiually. 

4. J4r. Drake raised the question of the guarantees which would be 

given as part of the settlement. Did the Foreign Offi ce enviaage that 

this 'M:luld af'fect the Anglo-Jordan Treaty or our undertaking to Israel ? 

Would these guarantees have 8JVf bearing for example, on 'the strength etc. 

of the Axab Legion? Would they in any way have a bearing on H.M.G.a 

gener a l strategic aims in the Lti ddls Eaat. Mr. ttthur said these 

guarantees would not affect the Anglo-Jordan Treai;y or 81'.\Y other 

undertaking of H.M. G. A/J far as he knew they would not have a:ny 

bearing <Jn H.U. G.s strategic a ims in the area. The one decided benefit 

of these guarantees was that the Americans would be a parey and thia waa 

very valuabl e . 

5. llr. Drake wondered if' the proposal for dealing with Jeru■aL""lll 

would have financial impli cations. There were two Munic i palities 

concerned, the Arab and Israili mtmicipalitiea : there may also be 

priTate claimants. He knew fraa experience that a number of Al·ab 

muni cipal ities oonsidered they- had ol aima on the Israel Government 

f or munici pal funds : and in the case of Jerusalem there had been 

dif'f'icul t:lea about apportioning a Water SUppl iea ReneWl!l.l.s Pl.Ind 

between the Arab and Ismaili mtmioipalities. Mr. Arthur aaid he waa 

Wl8.ware ot financial illlpl1catioru11 nothing had been mentioned in 1he 

di s cuasiona with 1ibe .Amerioana. Kr. Dralm aaid there did appear to be 

acaa rialt of finsnoial iaplioationa and be t hought that Kiniater■ 

abould be aware of the r iak. 

2 
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6. On the question of E&TPt, Mr. Arthur emphasised that in the talks wUb 

the Americans there had been no suggesti on that H.M.G. would provide MY 

e conomic aid. The Americans had clearly g iven the impression that they would 

help with the High Mwa:.r/ Dam project. They had talk19d of lllll.king a grant of 

$200 million in addition to filOO million from I . B. R.D. When fears were voiced 

about reliance on the Americans to provide the required economic a id without 

MY likelihood of a call on H. M.G., Mr . Arthur e.xp l ained that, by chance, bl, 

had in the course of talks, come across a u.s. Sta te Department paper which 

purported to indica te some planning thoughts of the State Department on u. s. 

aid to the Middl e East over the next five years. 

U.N. R.W.A. 

Sinai 

Jordan Valley 

Economic Aid 

.Additional aid to Israel 

Additi onal economic aid to Egypt, 
Jordan, Leban.non and Syria 

Military Aid 

The figurea r an:-

$ million 

80 

lili-

112 

250 

200 

145 

250 

,n,o81 million 

The .l1mrican representative on the Working Party were confident that 

they would get the assistanoe required for Egypt. He (1,!r. Arthur) was convinoed 

ht the .Americsns 11ere not l ooking to H. ll.G. to provide assi stance. H. H. G. '• 

reapoMibility, would be confined to the questi on of r e lease of sterling 

balanoes. This latter point oooasioned some discussion from whi ch emerged 

inat the Foreign Offioe o.ooepted the view that the question of releases ahould 

no• be tied• in with a Pal estine Settlement. If it happened that a decision on 

releases was conveyed before negotiations on a Pal estine Settlement v.ere IIDder 

wq, then c redit would be claimed for this decision as a ges t ure to Egypt. 
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7. on the question of aaaistanoe to other Arab countries, Mr. Arthur 

said there had been no suggestion tha t H.14.G. should make arq t inanobl. 

contribution. Mr. Drake said there may not be ~ idea on the For&ign 

Office part to provide financial assistanoe tor Arab countries. But in 

the case of Jordan there may well be increased press ure on H. M.Go to 

increase her contri bution for development. Thia possibili\y could not be 

ignored and Ministers should know of i t. As to whether H.M.Go would ge t 

awey without making SOIJl8 financial contribution in the course of negotiations 

was a moot poin"-

8. Disomsi on then turned on the ques tion of Compensation. It was 

generalJ..y a,veed that a se t tlement was unworkable without 11~ 

compensation. In the view of the Foreign Offi oe , the minilllllll figure 

which coul d be thought of aa standing a ohanoe in obtaining a settlement 

was £100 million. Mr. Drake pointed out that for presentation to the 

Cabine t, the f igure 11ho1,1ld be posed as the maximl.llll t or pLll'poses of 

negotiation. J ust how the negotiations shollld be oonducted in or der to 

ensure that they were contained wi thin a maximt.111 of £100 alllion nseded 

the most careful thought. The Foreign Office considered that the firat 

approach should be made to Israel where there would be every effort to 

scale down t he amount of compensa tion. The Arab countries on the other 

hand would start from astronomical level s no doubt. Mr. Arth11r said 

th&t the me thod of conducting the negotiations h Ad not been fully thought 

out. It was an essential st1:1Xting point to !mow that the Israel 

Government l7ould pl ay and on 1'1bat terms. He envisaged the first stages 

would be to get Israel agreement in principl e to the basic frame\llOrk ot a 

settlement e. g., terri torio.l ad j ll:l tcent, repatria tion, oompenaation etc. 1 

then t he Arab countri es agreo1D<,nt in principle. The stage rilight well be 

r eached where, on compensati on, there would be a firm declara tion that 

£100 mil lion ,ma the limit. 
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9• The re was much queat1on1ng of t he £100 mi l lion compensation f i gure. 

11le Foreign Ofi'i ce agreed that ideas about what this figure z,I I l l J 

r anged widely. However, t he Palestine Conoiliation CC1111Diosi on had, 1n 1951, 

carrie d out an eXt.roise on the questi on of compensati on and from thia had 

emerged a f i gure of £1(;0 mi llion. This was an independent study of the 

problem and oould be posed accordingly a s a reasonable assessment by a 

responsibl e authority. The Treasury pointed out that the ruiseasment made 

in 1951 was based on 191~7 values and it might be r easonably contended that 

in 1955 an upward adjustment was called for. The Foreign Offi cs agreed 

that an up- to- date assessment might entail an upward adjustment, but 1n 

thei r v i ew this f i gure of £ 100 million was not the cr ucial t aotor 1n a 

se t t l ement as proposed. There wer e a. number of vh-,1 i ssues invol ved 1n 

the proposed aet tlement and negotiationa might 1,ell founder on one o:r more 

issoos ot her than the compensation figure. In framing the proposals, the 

Forei,nn Offi ce had decided that a figure of £100 million was the one ~miah 

should be s t uck t o f or compensati on and the Americans did not demur. 

?.fr. Drake said he appreciated the underlyi:'lg aim of the l•'oreign Of f ioe, but 

there was t he r i sk that in nego~iati ons this figure of £100 mi lli on might 

be adjusted upwards. If this happened , it would mean that t he additional 

sum would fall to be met by the U. S. and the U. K., and the U. K. share of 

£ 15 million mi ght be doubled. Mr. Arthur said the Foreign Offi oe view was 

that £100 million would be the mnount the Cabinet ,,ould be asked to approve. 

I f a h i gher f i gure beoame m issue, t hen it would mean go1ng bflck t o t he 

Cabinet. J.tr . Dralm aaid if there was al'\Y danger of a subsequent approach 

to Cabinet for a higher f i gure thm £100, then the Cabinet should be aware 

of thi.so 

10. The Treasury pointed out that the Ylorkinz -'lll'ty report gave a f'igw-e ot 

£ 128 million f or oompenaation made up of1 Canpensation £ 1 0 million, Loss ot 

rents and revenue £18 milli0n, Tenants rights £10 million. The Cabinet 

Paper mentioned only £100 million. !tr. Si.t:tpaon. explained that t he 

Americans did not l ilce t he i dea of compensating for l oaa of rents and tor 

TeMDt■ rigt.ta beoauae it would be moat difficult to handle. It had oeen 

agreed 1n the U.&/U. x. otN.oial talk■ to drop both theae ite11111 and aiiolc 

to £loo u the oampenaation total. .5 
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11. On the repatriation proposal, Mr. Dr ake pointed out that tha 

would be likely to involve U. N. R. W.A. in a loss and would be a call tar 

additional fwids for U. N. R. 11. A. The Foreign Office explained that becauae 

of the United Nations resolution , it was essent:ial to have the principle ot 

repatriation aooepted by the Isr ael Government and it was to oover t hia 

requirement t:hat the propoaal had been made that Israel should agree to 

repatriate .Arabs in the nlllllbers suggested. (75 , 000 from Gaza, 

75, 000 f rom elsewhere, over 10 yea r s). But the Foreign Offioe were 

convinced that: very few Arabs would take advantage of the repatriation term 

and i t waa most unlikely that U.N. R. W.A. would incur much in the way ot a 

l oss. Mr. Diake agreed that it was unlikely that the repatriati on ileru 

11'ould appeal to the Arabs , but to the extent that they did, U. N, n. lf.A. 

would have to bear the l oss. 

12. The question of the inflationary effcot of the compensation pe,ymenta 

was discussed at some length. The Trensury expressed the view that thia 

problem needed to be most carefully considered. Whereas the Working 

Party had shown some appr ehension about the problem and had suggested tm 

investmem; of compensation payments above £2, 000 in a Devel opment Bank, 

t his idea seemed t o have disappeared in talking 1'fi t:h the Americans. The 

Foreign Off'ioe explained that the Am!ricans had shown consider able 

reluctance to a:rq suggestion that the individuals conoerned would not be 

paid the compensation due to them. 'l.11ey attached great store to the 

private rights of iniividua.ls and considered nothing ahnuld be done to 

infringe euch r~hts. They had, ho\'lever, agreed to l ook further into 

the questi on of' a Development Bank along the lines augwswd. It wa11 

pointed out by the Treasury that as the pr oposals stood some two-thirds 

of the oompenaation would be paid in t'lfo yenra. This 'Ml.II bound t o haw 

strong inflati onary reaul ts. If all payments were made -eo individ ual■, 

then it ,;;as essential thnt the p~nts ahould be spread out so that 

there was an e ven annual rate over the 10 year period. But the problea 

needed to be studied country by count1"7 and there would be an adTantage 
h.,J- · 

in getting expert Y1e1111 f:rom suoh people a.a Kr. ~ the Jorden Cur:reno;r 

' 

I 



• 
Controller. 7he Poreign Office mire against ~ souniiings of local 

exports on security groums. On tho other hand, they accepted the vite.l 

need to avoi d inflationary pressure o.nd would 1,elocme Treasury assistanoe 

i n workin;::i out suitable arr4I13Cments for the oom:iensation payments. 

The 1reasurJ thoUght that sooiething on the lines of the Developnent Bank 

idea for pcyments over £2, 000 should be a feature of a scheme for 

compensation paymem;s. The l~oreign Office s,ud they thought the Treasury 

should be represented at future talks with the \r.tericans ll1 en they oould 

handle this question of investing compensation pnyments and a l so other 

financial matters. There was general e.greement that the Treasury would 

attend future talks with the Americans. 

13. Some doubt ?l8.S expressed by the Treasury as to Israel •a abili 1iY 

herself to find £10 million townrd::i her share of the compensation p33111ent■• 

The Foreign Office explained that, in the discussions , \7ith the rone.i:i'lal 11 

a number of attempts were ma.de to evaluate the contribution Isr ael could 

malae from her own resources. In the end, the Americans took the line tha• 

the least Israel should be allowed to get awcy with was .C:10 millio11 and 

that , bror.dlY, settled the amount. On the other hand , the :,'oreign 0tf'ioe 

had considered that the cash available t o the Custodian of Absentee 

Pro~ri;y shc,uld be tbs major shtu'e of the £10 millio11; but it had been 

dif't'icul t to get an estimate as to what auoh funds might &1ount t o. The 

Treasury made tho point that an,y shortfall in the £10 million would throw 

an added share on the u.r . and U. S. 

14. The Foreign Office s:i.id before an approach 11Cre m.~e to Israel it 

was essential to know wheth~r Israel could be aivcn facilities to enabl• 

her to raise about £ 10/15 million from Commonweal th Jewry. The Treaaur,y 

poi.!lted out th11.t they had said at the meeting which Sir Alexander Johnaton 

held that it would not be possible for the Government of Israel to float 

auocesafully a l oan on the L'>ndon Marlo:>t and that it was ueeless to regard 

this as a starter. AJ3 an al ternative• it may be p-:>ssible to allow the 

Government of Israel to sell in this country• end in other GOlllll!onwealth 

oountriea tiiat wre willing, 'these boma on the line• they are now aol4 

in the tniW s••• and aoia otbar ooantrt.ea. n ll'Oull:1 be neoe11■a17 to 

obtain the Tiewa of the Ban1t ot England on ■uoh a propoee.l and would 

7 
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the Foreign Offioe be agreeable to the Bank being tol d what waa neceaaa17 

of proposals for a settlement in order to get the :Bank' s v:l.en. The 

Foreign Offi ce representatives Slp lained thai; i;he Americans were 

part::.cular~ concerned a.bout aecurity1 they did not want to run 8l'J3' rialc 

that nemi of the idea might l eak &nd had confined knowledge of the propoaala 

f or a Plllestine Settlement t o a mere handful of Of'ficials. It waa agreed 

that the Forei gn Offioe would con.sider whether the Bank of England could be 

tol d what was necessary of the proposals and woul d let the Treaaury know. 

15. Ur. Drake pointed oui; that tbe pr-oposals envisaged the extension ot 

the life of U. N. R.W. A. to 1965 and possibly 1970. \',bile it was true thd 

we had accepted that U. Ii.R.W. A. •s life should be extended long enough to 

complete its task - &nd this mi ght be after 1960 - the proposals threw an 

added burden on the Agency. For example, a gr et.i; de 11 of the administratiw 

burden for payt:JOnts would fall on U.N, R, 71 • . ~. am this would be a heavy 0118• 

It woul d mean a greatly increased si;aff and "lould be costly. Minister■ 

sh;.iuld mow of' this. ':he reference to the administrati ve burden imicb the 

proposal s threw up raised the question of i;he eJ12rcise now being ccnduoted 

by the ?al cstine Concil iatory Collllllission inio the i:'alestine Government Lam 

and tax registers so that a basis for oompensa:cion pnymonts could bo fraad. 

The Treasury poinwd out the vital need to keep this exercise apart from the 

questi on of the compensation total· it would be embarrassing if this 

exercise 1ms conducted in such a way as r.ould call in q~3tion ,;he £100 million 

figure. The Foreign Office answered t h:...t the exercise ireni;ioned was 

estimated to take i;hree years , but it mighi; well i.ak:e five. This arunmr 

r ahed the c;.uery as to what basis would be taken for compenaation pcymcnta 

if the e:Xl rcise was noi; concll.ded in three years, bui; it i.as clear thai; thia 

needed "to be thought out. Ii; was agreed thai; it would be ar.visable to keep 

the ?.c.c. enrcise in leading strings so that it would not prove 

embarrassing. 

8 
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16. The Treaa.ur., raised the question as to ho1v the abatement ot 

Iarul' s share for cession of territory by her would work. The Foreign otti oe 
\ 

said they envisaged tha t the t erritory added would enable olaimanta to 

receive baok their proerty and, therefore, no oompeneation mon~.ea would be 

payable. In answer to another Treasury query, the Poreign Offioe said they 

had envisaged qetting the Iraqi frozen assets (as sets of Jewa in Iro.q) paid 

over in cash to the authority which wou1d make the compensation pllYJll&nta. 

The Foreign Offioe had no idea a s t o the amount of fueec assets though they 

had made efforts to find this out. It was pointed out that the Iraquia were 

very anti-Jew and this may have a bearing on getting the money. The Foreign 

Office said they assumed that the money would be forthcomiIIR and thought 

this would be so. As to proper,:;y of Pal estine Potash Ltd. and Palestine 

Eleotrio Corporat i on, the Foreign Office M.id thnt while this question had 

been mentioned in the course of t a lks with ,;he Americans, no decision had been 

reached. The Treasury pointed out that properv of these companies 11ere 

situated in Jordan and this may 1.hrow up an added problem for H. M.G. as would 

the que11ticn of' surr ender by Jordan of 8.I\Y claim to Palestine Government 

assets in I srael about which succeeding Jordanian Delegations had been 

vooife r oua. 

17. Following disc~eion about p11tting a paper t o t he Cabinet to bring 

out fully the financial implicati .,ns of the pr opoaa.1.s in C (55) 96, it -• 

agTeed that the TrelU!lllry woul d prepare a dra!'t 01' a paper which the 

Chancollor mi ght put in. On -'.;ho other hanil, tho Porei3n Office might oon.dder 

it advisable to nut in a paper themsel ves when the Treasury- could include 

such matter about fin,\noial amplification a s ,;bey noul d wioh to do. The 

quosti,m of the Foreign Office putting in n f urther no.per wna very much tied 

up with the General Election. Ir no Election, then Cabine t authority might 

bfl , oU[_lht t o go !\head with negoti ati ons. The Foreign Office urnertook to look 

into the ques tion of their puti;ing in a f urther paper: meanwhile the Treae11r7 

would start on d r afting paragr/\phs which 001lln be uaed e hher in a paper by 

the Chanoellor or in a Foreign Office p~er. 

w. RUSSELL EDlltllDS 
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CCI Mr. 1:illiarn Armstrone 

...x. ... . otter ✓ 
Colonel ~ussell Edmunds 

""le11.se see l'r. ll'l!lstrong' e minute of 7th \pril IUld the 

Chancellor of the E~che r ier ' s orders on it of 9th \nril. 

1 

J.!Y' further meetine with the Foreign Of'fice hRs now been held. 

They have given us a number of rapers (now on file) showing the 

details and proqreoe of their disouasions ~1th the mericnna, 

and we have cross-examined them thorouqhl;r. n? te giving an 

up-to-date apnrcoia~on of the financia l implio11.ti~n~ ie now 

being prcn~rcd and will be submitted shortl.r. 1:eanwhile, the 

Gha.noellor has asl-~d for a Cabinet paper for him to put in. 

Ao far as they ever will , I think the F,:irei.,;n 'ffioe now re11.liae 

the enormity of their offence in puttin.! this ma.tte1 to the 

(hbinet wi thou.t ,>roprr '1r~vious consul tetion with h ':'reaeur:,. 

They a.re now being much more co- operative, and I have their 

definite agrcemont that the ':'re11sury will be r epresented 11t further 

di scua.::i ona Tlith the AAJeriOIUlS r.hich are cont--mpb .tcd '1. thin thl 

next 111eek or t11t1. ':he Fo:reign Office now intend to put in a 

further :r,i:~r oh-irtl,y - not, in view of the election, to ask ye t 

for nrty Cabinet decision, but to bdn:i; ltiniaten up-t o-date on 

v=i ~uo n:~ devoior,mc~te, with hj~h the Forei.J!n office a re now 

kecpinz the ':ref'BlllY fully in t cuclt. '"tie ~ore:l.gn Office themsolw, 

ha·.re n~_geoted thn,; thta furt.her paper should be prep!IT.ed in full 

coneuttat1.rm with wt, llOd they are likely to agree to i nclusion i n 

~ t both of' a o'l.elll'er eitplani,tion of the tentative nature of the 

disoW!si" JUI ,-ith the 'rnericnna, llJ'ld of n full statement of the impli.d 

t':l.nancial d it'fio•ll ti<'II llnd danger11 r,f the '>ro osole. 

l. ( 



• 

In view or this changec1 attituae , I think it \l!Ould be 

"ftlr.Y dif'.t'icult tor tl,e Chanoellor to indst on p utting in 

a JJ".per of hie 01'lll at this stage, at least until • have tried 

to shape the next "'oreign Of1'1oe : aper ao "'e should like to 

■ee 1t. l,e should, of c urae, reserve the right to put 

1n a separate paper 1f the i;,ore1gn "'ft'ice will not include 

what v.e want in their omi. ·ean'llhile , mt are getting an 

with dratting a pieoe about the finnnoial imr,lioo.tions, for 

inclusion in the "'oreicn 0ffioe paper 11' they agree, or 

tailinJ that to f'orm a basis of a separnte p11per by the 

Chancellor to go 1n aimlll tli.."l80usl.y. 

){oy I have your ar row.l to these ti,ot1-oe'? 

''{;,,. E. DRAKE 

16th April1 1955 
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' A' in IF . 
592/238/01 

' B' ibid 

Below 

Pl<>n for Arab/Israel set .,1e,,1ent 

Sir Leslie Rouan has not yet seen the Forei ·n decreta,..y ' s 

paper on this subject dated 6t:i April (C(5'.:i )9C' or ;your minute 

dated 7th A:pril and the Chancellor ' s dated 9th April. 

2 . The f'inanc i i:il implic,. tions of' the flan for an Arab/Israel 

settlement were lightl" treated in pa1'ac-:i.•a_,h 8 of the Forei gn 

Secretary' s parer , and ".;he Forei 71 Off'ice h8d neglected to 

cons_,lt the Tre .... sury about therr . . Aluu u.-h the Foreign S_ecretary' s 

paper was in the rn,ture of' a report to Cabinet ... nd did not ask 

f'or any Cabinet decision, the Chancellor 1.rished to put in a 

paper of' his o\"lll on the financial aspect . Hon•,ver the Fore ir:;n 

Off'ice now intend Lo put in a further rcrer , not s'rinr· ~ret f'or 

any Cabinet decision but brin': i ns tl1e Cabinet ur-to-date on 

various new development . :'hey have s..tggested that this 1'urther 

paper should be prepared in full consulta tion .. ith 1.s and they 

are likel; to agree to incl~sion i~ iL of' a full st~·e~ent of 

the difficulties and dan~ers to which the plan wi:!.l '"'ive rise 

on the financisl side . In ';he circ 1mstances Sir Herbert Brittain 

is bein~ asked to a-ree that•~ sho ld aim to put across the 

Treasury views in the further Forei~n Office parer and not 

submit a separate pape" -ror ';he Chancellor 'o put in (cf. the 

1:1.inutes of . -, . Dral;e anc oL' .-nexander Johnston , dated 16th 

and 19th April resrectively) . 

3 . The f'inancial implic tions are set out , together ,1ith your 

con11 .. ents on ther,1 , in the fif uh paragra!)h of J our minute of 

7th J .. pr::.l. ':'he follo\/incr additional co1,mcnts rna:,r be ,.iade on 

/certain 
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~a.. 
,;:-~. ~ 
~'->-' ~ 

~ cJ.. I 

certain of the points you ruised. 

4. Ind11cer,ients to E".11;,t cJ.nd other Arab States . J,s rer·a1•ds 

the possibility of' Ar,1erican aid to Egypt totallin -· J6300 1 ••• 

(L . S .G. grant and I.B .R.D. loan'. ,md its ef'fect on tiie chances 

of the :Sri tis YGerman/F!'enc .. conzol't ium sec ,,ring the cont ,,a ct 

for the High ,,.s,.-,an Dam, yon and I >iave apreed that r,e C9.n only 

l1ope that the consortiw,1 zril 11ave c·ot so f'ar in their 

nep·otiations \7i t'J. -,he Egyptian Goverm1ent by the time the 

Governi11ent hears of the possibility of ~he Americ_,n "'io , chat 

a lar -e part of the Hir-h D;;.1,1 ,rork will in any case o;o to the 

consortiwn. Lleanwh:i.le the consortium are activel;, I u.rs 1in" 

their negotiations and they believe "·hat the people 11ho 11JDtter 

in the Egy:rtian Government are no,, favouro."ily dio,i,osed in 

principle ~o giv:i.~~ them ~11e contract . Ho~ever theae are ecJ.rly 

days . The Sgn,tians \:ill cer.F>inly not co1.tait theniselves :mtil 

they are as ured of release of tile balances which are not 

covered by -';he present .:iterlinc:; Releases .• greer:ient .. na ,,e hope 
1 

tt1at they \7ill not cor.unit themselveo unt.:.1 there llas been a 

se t tlement of the Hile raters question . 

5 . As re,,.;;..rdb thv Egy_· tian request for adc.i tional sterling 

r e l eases , I unde.•stand ti1at the Fo:::-ei_;n Of 'ice '10v, f'eel thr;.t 

the ner-otiations on this question sl1ould ,0 ot be held up on 

~ccocmt of the Arab/Israel settlement pLrn and indeed that they 

sho ld proceed ot once not\/ithstonding the for';ncoming 

dissolution of t"orliur.1ent . 

6 . Compensat i on for Arab ref ugees' p r operty . The Foreign 

Office have expl a i ned that the reference in C(55)96 vO the 

I srael Govermnent rais i n,· a further .:10 - 15 m. on the London 

market was r.iade under misapprehension . The proposal is tbat 

the Israel Government should be allovred to sell bonds in the 

u . K. and ComJ.Jonwealth countri e:; and it is ho_ed that about 

/£15 m. 
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• 
£15 m. can be raised in this r,ay . ( The Americans, with whom 

i>ir . dhuckburgh has been discussing ano draving up the Arab/ 

Israel settlement plan , consider that Israel has almost scraped 

the barrel through sale of bonds in the u.s . and that the n,ost 

she can hope to raise through further sales there is about 

£5 m. Apparently ti1ey feel strongly that it is now time the 

U . K. and Conunom7ealth countries opened Llie11,selves to sale of 

these bonds . ) 

7 . I nflationar:z dangers . Although, as you mentioned in your 

minute of 7th _,.,pr.a , the Foreip:n 0ffice are alive to these 

dangers , it was clear from the meeting vrhich .• r . Drake and I 

had vri th thew recently the t they did not appreciate the 

dangers sufi•ic i ently. .Ve shall be having i'urther full 

discus ions of this problem, as rrell ss the other financial 

problems , with the Forei;::n Office and they have agreed that 

representatives of th.e Treasury should be present Hhen the 

matter is next discussed Hith the Americans . 

8 . I t ap1ears necessary at this stage to let the Bank of 

England know that the q_ucstion of the sale of Israel bonos in 

th.i.s country may be reopened fairly soon . The Foreign Office 

ano .state Department are treating the phm for an J<.rab/Israel 

settlement as to1 secret , beca 1se they believe that whatever 

chances of success it ua.: have would be prejudiced if news 

of it were to leak out prematurely. They are most anxious that 

any discussion vrith the Bank of England of the Israel bonds 

aspect of the plan should take place at the highest level and 

that the rest of the plan should be outlined to the Ban. even 

at this level only in broadest terms . Perhaps the best Nay 

will be for ;::,ir Leslie Rowan to raise the matter orally ,:ith 

the Governor of the Bank of England . 

/9 . It 
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9 . It will be 1°emernbered that the Israelis vere pressing 

last year to be allowed to sell Inde11endence Bond in the U. I:. 

li .F . di d not wish to press their :preference for the open r .. &.rket 

so fc1r as to object 'lctively to the scheme rut forward by the 

Isroelis for private sales of bonds to their 1/ell- •.rishers in 

' C' in CF. this country (see .r. Compton ' s minute dated 2nd Decer.1ber 1954) , 
. 83/149/01 h'~~ 

Q ; rfne scherre v1as finally turned c101m on the gro mds -

'D' ibid 

' E ' ibid 

( i) that given our li1,1i ted resources , our po lie;,· ll!USt 

be to give priori ty in lenoing to the Com ... onwealth and 

any loans to non-ConLom7ealth col11ltries wust be justified 

by ver:r special circ.unstances; 

( ii) that the circ:ur.istances in the case of Israel could 

not be re~arded ae very special 

( ... r . J,.audling' s letter dated - December 1954 to Lord John Hope 

in the Foreign Office . ) 

10. Last February we heard that Zire had decided to allow the 

sale of Israeli bonds , The Ban.l( of England undertook to let us 

have the ir comments on this development , and to explain the 

extent to which residents of the u.:<. and other Co1m .• om,ealth 

countries co ld, if tl1ey so nished , invest in the Israt.;li 

bonds on sale in Eire (see my mi nute dated 15t~ February) . 

Ho,,ever we have never had the promised comments . 

11. If the plan for an Arab/Israel settleuent rnateric.Jl ises and 

if , when the matter hae been ..;one into full;, , ue are satisfied 

that it is essential for the purpose of the plan that I srael 

should be allo\'/ed to sel l bonds in the lJ . • , it looks as if 

the objection v,hich we had last year to Isr 0 <-l ' s req_uest for 

permission to sell such bonds in the U. K. would disappear . 

The circumstances , in the context of the _-,_rab/Israel settlement 

plan , \'/Ould be very special Gind \le s,.0·1ld tbliil. be able to 

just if'y an exception to our Feneral rolic;{ of ·iving priority 

in lending to the Colonies . 

/12 . air Leslie Rowan 
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• • 
12. Sir Leslie Rov,an rnsy like to have a word ,,i 1.h 

X. 
Sir Herbert Brittain before he speaks to the Gove1°nor of the 

Bank of England about all this . 

(A. K. POTT.:::.1:) 

19th April 1955 
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PALESTINE SETTLEi.iEN'J: 

MEETING HELD IN 'l'HC T:'OREir.E 0":'''ICi-; ON 
WEDNESDAL_A.:f!UL 27 , 1955 at 11 im. 

United K ingdor:i 

Mr. Shuckb,i.;:•gh 
J\lr. Rose 

1 
Hr. Dralce 
Mr. Potter 
Colonel Russell-Edmonds 
Mr. Lambert 
Mr. Simpson 
11'.r. Arthur 

Uni t ~d St.rtes 

Mr. T{ussall 
Ilr . Vlilso; , 
l!r . Hak 

F DTA.NCIAL QUESTIONS - ASS~ ss;Sif'r ,B'IrAJTCU'G AFD I 
DISTRIBUTION OF COMPEHSJ\.TION. 

Mr. Shuckb'..lrgh thanlced the representat~.vas of' Her 
Majesty' s Treasury f'or attendinc; the meetint; and invited 
them to make a s t atenent . 

2. Mr . Dralc~ said that t he Treasur y r ecormised the 
importance of a tte~'.) tin~ to achieve a se~tle•.1ent of' the 
Palestine af'f'air and did not 17i sh to cast d onbts on the need 
f'or Her Majesty ' s Gover!l:ncnt and t he United States Government 
to ,rorlc out and be pr epared to contribute to .:mch a settl ement . 
There ,-,ere, however, a number of' poi nts ln \Illich they were 
closely i nvolved and on wh::.ch they t houp,;ht :further cliscusoi on 
v:as necessary, namely: -

(a) 

(b) 

(c) 

(d ) 

The Arab States would try t o make us pay as 
heavily as possibl e for the ir coopera·Gi on , and 
it was i mportant t o know what ,,as the total amount 
of money ln:ely t o be involved. He rea lised 
tha t we cDuld not say r,ruch mor e about this ut the 
p r esent stafre , but it vms a point whicl· must be 
curef'ully watched. 

The Treasury ' s main i nterest was the amount of' 
compensati on t o be pni d to the Arab refugees, t o 
wJ-,ich Her ;:,p j esty ' s Government would be expected 
t o contribute : r,hat were t he chances of hold i nc 
t his to £100 million? 

The d i stribution of the compensnti on would r i sk 
causing ner ious i nfl a tion i n some Arab <'ountrie s, 
not abl y Jordan : we should d iscuss means of' 
minimising this risk. 

It was proposed tha t I srael and world Jewry shoul d 
contri bute 30% of' the total co1:1nensP. tion to be 
pai d , that i s to say £30 million . He wondered 
whet her t his was possib l e· and if' j_t was not,at 
what point should we !mow t hnt t here would be a 
def'ici t and wl1ere woulc1 t he ba l ance come from. 
In this connexion it had been proposed that t he 
I srael Government shoul d be a llowed to sell bondo 
i n the United Kingdom and Cornmom,eal th countries. 
They had not been all owed to do so in the past, 

/ but 



• but t h e position vras under r eview i n t he light 
of t he present pr oposals for a £:,mc.rul scttle;.1e!1t. 
An o:f':fice for t he sal e of these bonds had, j_n 
±' act, ocen opened i n Dublin, o.nrl t here rrn.s 
n o thing to atop citizens of t he United Kj_:1,~1.om 
and cert a i n Co;:;1r,1mmec.l th coun·!;ri es ( c . g . 
South Af'rica ) f r om subccri b i ,,~. I f t he ssl e 
of bonds wor e a llonec1 i " t l.e Uni tea Kii,,,.dom, it 
v;as diff'icul t to j udr~e hm: far British J ews 
,,,oulr1. in fac t sulJscribc : we had no exrioricnce to 
go by. 

( e ) It rms d if'f'icult t o sec how the c01.1~0ncc.t i on 
was to be assessed and d i s tribut ed. Tho 
Pa l estiric Conciliation Co,:imi ssi on were nov, 
<::ngaged i n assessing t he vzrl u<:: of ab:•.:ido,!cd. i.rab 
property , l ot by l ot, but the op0ration would 
t a..'<e a long ti;;ie. I f we arran-;ed i'or i t to be 
speeded up , we nhoul rl ""et a basis "£or d i r::tr i bution 
- and we coulrl not distri hnte, com1)cnsntion 
without such a basis - nut O' the-othe:r hand we 
should. i;irobably f i nrl t 11r t the tot a l assessment the 
P. C. C. made would cxc0c11 £ 100 milli on. He 
wonder ed hm"I it was pr oposed t o esc2pc from t his 
dilerruna. 

( f) It was pro:rosed t hnt U. N. R. ',i. f_. r1achi1,e;r-y should 
be use(l for- t he assessment and dist1°il,u t ion of' t ho 
com:iens·-tion, If t his wcr'--' done , U. 1'!, R. W. L 
\Vould need t o con tinue in exis t ence :for l onger 
t han f' iv , years, which was i t s present l ease of 
l if'e ; and we shoul d have t o assure our selves 
t hat the othc:r contribut or s ,10ul d e.greo t o a 
further extensi on of t he J.gency ' s life. Thcr·e 
would a l so be extra work for U. N. R. w, A· end 
the Tr oasur•v wou l d lilrn t o know 11hat this woul d 
i nvolve ·i n terms of extr a cost £,nd ffi['_chinery. 

3. 1,ir . Shucll:bt!r.2:h expl a i ned t hc.t we shoul d not try t o 
jus tifythe fir;ul."e o:f £ 100 million 1,y r e f e r ence t o any spe ci f ic 
lis t of claimo: Ile shoul d hope t o arrive 8.t it a t t he end of a 
process of bar ~ui nin8, and it woul d r epresent a general 
sJttlement o:r a ll c l a i 1ns by both s i des e.f t er full consi derati on 
of the va rious. counter c l a i ms. 

4. !!r . Russell add.Cd t hat we shoul cl scy t hat t he vuri ous 
cls. i rns of both s i 1les had been con:ei i clcred and disposed of , t ha t 
t hC; result of' £·!00 mill i on r oughl y r epresented \that Israel coul d 
pay as the t ot a l val ue of i mmovabl e pr opert y abanrlonecl by t he 
Arab refugees, and t hat, s i nce there wa s no mor e money avail
abl e , t he Arabs woul d have to t ake that sum or not hing. 1-.. t 
t~e cost of' def'er ring t he ~ute of distribution, the P. C. C. 
should probably not b e aslced t o ar:celerate t heir listi ng of 
Arab pr operties until after negotia tion of: the £ 100 million ; 
they would then asse ss the v a l ue of each p l ot so that t he 
t ot a l r eached £ 100 million. 

5 , On tho quest i on or t he risk of inflr,tion~i<r . Potte r 
outlined t he proposal s for the distributi on of compcns·0 tion t o 
t he r efugees and enquired '.vhe ther , in v i e v, of po.raur e.ph 9 of 
J,ppendix 2 t o t he po.per oetting out t he points of a'f.['ecment 
r eached i n the London di scussi ons fl.urin1; !,larch, he v,ns t o 
u..ndcrct and tha t t he Uni t ed St ates r eprcsentr.tives had 

/ objections 



l jections to the proposa l made by the London Worlcing Party 
on Refugees , t hat ind ividual entitlement s of more than 
£2,000 should be invested i n some kind of deve lopment bank. 

6. Ur. Russell said t hat the United States r e1)resentatives 
had b ei.::n fully conscious of the need t o pr event ·inflntion 
and t o ensure tha t the bulk of the com::;>ensntion sh oul d be 
invest ed in :;ir o j ccts which would o.s3ist t he refugees generally, 
They had , however, not been convinced that t he proposals for 
a development bank were pr aeticf-lble or tha t t he opportnni ties 
for investment i n the area were suffi cient to justify the 
establishment of such an ins ti tuti on. He .t'elt s trongly, 
however , that it was desirable to t he greatest extent 
poosible to ensur e that t he payments under the compensation 
scheme wer e i nvested i n the area and tha t they wer e made in 
such a way as to pr event serious i nflati on, 

7, Mr . Potte r explai ned tha t pur ely from the point of 
view of preventi ng i nflat i on the transfer of capita l from 
the area was not ob j ectionabl e , If it was s::_.iont in the area 
a t all , it was bound t o ~mvc some inflr- tionary effect. This 
would not, h owever, be unhe,al thy i f t he money was 1;roper l y 
i nvest ed, He sut;gest ed t hat we ought soon to- consult ou1• 
financi a l experts i n t he Middle East - Mr . Dale and Hr. Bensl<i 
of the Uni t ed Sta tes and Mr . Milne.c of the United Kingdom. 

8. It was agreeq t hat the advice of these r epresentatives 
should be sought on the prevention of i r> flD.t i on c.nd on other 
pr obl ems i n connexi on with t he payment of compensati on t o the 
Ar ab r efugees. The Treasury representatives undertook t o 
draft a letter, which would be clear ed with iv:r. Russe ll , 
setting out the considerations i nvolved l"i thout g.i. ving nny hint 
t hat a gener al settlement of the Palestine affair wc ::i under 
active di scussion. The l e t ter would be sent to the represent
a tives named above, and al9o to :,r. Crawford of the Briti sh 
Middle East Off'ice , v1ho would be aslced to seek i nformally the 
views of the Director Gene r a l of U. N. R. \'✓, A. 

9. On the Question of the contribution of Israel and 
v,orld Jewry t o tho tot a l amount of compensa t i on, it wan agr eoq 
tha t we shoul d require an unc')nditi onul undertaking by the I srael 
Government .iQ_ r a i se £30 million. How they di d so woul d be 

~em; but we should..,.h:.vo t o i;i.:u'oF!!l. th.t:ffl-ft-t ·i;he eemc il:i:-me 
thot tl iey vmald oc .xllo1.1ed. to r '.'lisc fund s by the sal e of bonds 
i n the United Kingdcin nnd, subject t o the agreement of the 
Comrnomreal th Govornmunts where necessary, from Jews in the 
Commonweal th countri eo. The TrcasuJ:.:Y_ r eE._r escntat~s _ 
expl ained t hat it wculdjOO=t=lfe=J.'50§9i~e el~lre-rs~e±-
Goverpmcnt to. v ~i ee a loan• eJt tl:¼e Lon<len marlrnt: in- any oase
tbm•e was no J?l'.'Onpec t thd t a low1 1vould i:Je under .. ? i t Lem or 
subscri 11ed The Treasur y woul d ,- 1,.ow0vcp, 1axaP.1ine the .rb ~✓...,. 
possibility of allowing exemption from i ncome t ax on gifts "'-z 
made by Br i ti ::ih J ews to help I srael pay the compensati on. 

10. It was agreed t hc.t we should, a t a suit able time, r aise 
with the Iraqis t he question of f r ozen J ewi sh asset s in Iraq. 
In negotiati on with the Israelis we should att empt t o include 
these asse t s in the counter - claims t hct woul d be cancelled 
before the f igure of £100 million was reached. The figure of 
,£100 million which I:Jrael V✓ould be r equir ed t o pay woul d not 
t hen be aba t ed, and we shoul d try to prevail on t he I raqi 
Government to use the f r ozen J ewish asse t s for t he r eset t l ement 
of refugees i n Iraq. Ifl during t he course of negotiations 
we wer e f orced to abate the £100 million by the amount of the 

_ - ~ / $,s~c t s __/ 
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assets in question, the Iraq Govormnont should be asked to 
PfW the as"lets, along wi th the money made available by 
Israel, into tho fund for tho payment of compensation to tho 
refugees. In either case the I srae l Government ho.ving 
agreed to pay a certain :figure in gener a l nettlement after 
cons ideration of all counter claims, would hcvc to mee t any 
claims made by Israeli citizcno for the l oss of t he ir 
property in Iraq. 

• 
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PJ.LESTINE SETTIBL1E.NT 

MEETING HELD IN THE FOREIGN Oll'FICE ON 
WEDNESDAY,1.PRIL 27, 1955 at 3 p. m. 

Uni ted Kingdom 

Mr, Shuclcburgh 
Mr . Rose 
(Colonel Russell-Edmonds 
(Mr. Lambert 
A.f.r, Simpson 
Mr. J.r thur 

Uni teu. States 

Mr. Russell 
Mr. Wilson 
Mr. Mak 

FINANCIJ.L QUESTIONS - J.SSESS!IENT. FINANCING 
AND DISTRIBUTION OF CONTRIBUTION 

The Meeting resumed the morning ' s discussion of Israel's 
ability to raise £30 million and particularly to servi ce the 
£90 million which she was eJs.pected to borrow. 

2. The Treasury pointed out that Israel might protest her 
complete inebility to undcrtake ·these commitments: not only 
because of the budgetary problem, but parti cularly because of 
her le.ck of foreign exchnnge , Over a recent six monthl y period 
only one quarter of her :foreign exchnnge had come from exports. 
Considerabl y more than one quarter had come from German 
reparati ons which would end in 1964. Moreover, recei pts of 
foreign exchange from the sale of bonds were l i lcely to f'all of'f. 
The London Working Party had thought in terms of' nearly £5 
milli on o. year ser vicing charges, but it appear ed t hat even if' 
the amount bor rowed ,,as less than then contemplated and even if 
the terms were less onerous, Israel ' s ability to service loans 
of £90 milli on was most doubtful, Similarly Israel might 
decline to pay ·the expected £10 milli on from her own reserves, 
which in any case a r c not large. 

3. Mr. Russell r ecalled that the object of the Wester n 
PO\✓ers wa s to help the ii.rab refugees by means of these loans to 
I~r acl. The aba tement of our interest r a tes should not there
f ore be excluded. We should hope to receive advice f'rom the 
:t'ield i n due course when quest ions of this lcind could be broached, 

4. It wa s agreed that we should first put our :i;iroposed terms 
for an i nterest bearing l oan to the I sr aelis , of'f'eri ng t hem 
the longest poss ible runortisa tion of' our l oans. We shoul d 
be pr epared to consider in the course of' negoti a tion : abating 
the intereot on the two Governments' loans ; grPJ1ting Israel 
pri ority in raising and servicing the £30 million f'rom Jewish 
sourcco over the servi ci ng of the £70 mill i on from the Uni ted 
States and the United Kingdom; and possibly giving informal 
assur ances that in due course the payment of the interest and 
even r epayment of' the capital of' the £70 million mi ght be 
waived. The Treasury express grave dou½ts about these con
ces9ions and reserved their positi on on them: to menti on them 
even informal ly must prejudi ce any chance of' recovering the 
l onn. We should also consi der, when adv ice f'rom the field 
coul d be sought, whether i t would be feasibl e f'or Israel to pay 
part of' the compensation i n kind (e. g. in the form of' 
agriculturRl machinery) instead of' in for e i gn exchange;/although 



although the commercial i n t eres t s of other parties could 
not be i f!11or ed. 

• 
5. The Treasury then inquired whether, assumi ng that an 
agr eed fiw.:re of £100 million compensation resulted from the 
pr oposed wash--out 11

, the washed- out claimants would receive 
a share of t he £ 100 riill i on: if not, how would the discharge 
of these w~shed- out claims be obt a i ned. The Meeting felt 
tha t tho :l.ncluol on of' washed- out cla ims i n a shar e of the 
£100 million was pr obably undesir able . It would be extremely 
difficul t to lis t a ll the conceivable claims which might 
have been washed- out and s till more difficult t o assess them, 
i n rel!:'. tion to cla i ms for i mmovabl e pr uperty b;r individuals, 
The be5 t 0ourse seemed t o be to l ead the P.rab Governments t o 
i gnor e , and t o accep t public responsibility for i gnoring, 
cla i ms from municipalities (includi ng the only one functioning, 
in Jerusalem); from i ~dividuals for r ents due in 1948- 55; from 
individua l s who might have l ont ascert ainabl e tenants' r i ghts, 
movable pr operty, etc: and all other claims except those :for 
l o5s of i mmovable pr operty by individuals or groups of' 
::.nd:'..vidual s . 

6. Mr . Shuckburgh sai d tha t it was desirable t o t r y t o 
formula t e the dischRrge to be obt ained fr om the various govern
ment s, def'ining tho 0ategories of' cla ims which t.hey would 
r ofrai n from supporting, We shoul d bear in mir.d that none 
of t ho refugees excep t those in J or dan were citizens of' the 
"host " countries. It woul d be necesnary al so t o cover the 
position of agencies (e. g. banks ) which might hold i,rab 
property i n Israel and which might be open to claims t hrough 
their br anches in i,r ab countrie s. 

7. The l:loeting then considered what i ncrease in U. N. W. R.J,. 
would be nece ssar y during the di s tribution of compensation. 
/,ssuninq that the distribu t i on was to be made t o i ndividuals 
( and no accept abl e alter native had yet been f ound ) a con
sider abl e i n crease of U, N. W. R.A' s staff would be necessar y for 
t he purpose of exhi biting list of property identified by the 
P. c . c . and of r eceiving cla i ms and counter- claims. It was not 
poss ible t o enses•, the increased expenditure by U. N. W. R. J., but 
it would be heavy and only ~artly offset by the ration- cuts 
vrhich would result i f some of t he r efugees coul d be empl oyed on 
t hi s t usk. The wor s t s i de of t he probl em would be t o provide 
c t aff capable of deci di ng t he issuos r a ised in each case. 
Staff qith l egal or quas i - l egal experi ence would be needed and 
they woul d somehow have t o be covered by nn aut hor i ty t o t alce 
arbitra r y decisi ons , Perhaps the solution might be for t h is 
work of arbit.ration t o be done by trave lling assessors from t he 
United Nations agency which was expected t o t alce over the 
P. C. C. ' s - t ask of i dcntifyinE; and assessing the properties. In 
t hat case the United Na tions General J.ssembly mi ght be the 
source of t he o.uthorit · ( a l bei t a politica l r ather than a l egal 
one ) f or a rb itrating i n t he many cases which were like l y t o be 
disputed, 

8. The l.foe t i na discussed next the commitment of t he P. C. C, 
(in paragraph 5 of its 1954 Progress Report) to i ssue a separate 
report on its worlc r elated to compensc:.tion. The United 
Kingdom Del cg2tion in New York had inquired, after discussion 
with t he United Sta tes Del egation, whe ther we wi shed to 
i nfl uence the P. c . c . in its pr esent indecisi on be tween preparing 
u hi storical resume of the pr obl em and ar.. anal ysi s of the 
questi on i nvolving r ecommendations as t o poss i ble solutions. 

/9. 



• 
9. It was arrreed to inst ruct the United Kingdom 
Delegation, in consultati on with t he Un::ted Sta tes 
Delegation, t o work for t he former t "PO of report, and i n 
particul ar to di ssuade the P. c. c. from bru i ti~1g new 
estimates of t he compensation required whie;h woul d shelce 
confidence in the ~ 951 esti mate of £100 million, 

10. Bri ef consideration was give~ t o .:,. very t ent ative 
estimate of' the incidence of' payme:it s of' cor1pcn□at ion. 
l,ssumi ng that Years 1 and 2 wer e t aken up l">y the P . C. C. 1 o 
listing of' properti es and assessi ng their ,al ue in r elati on 
t o the £ 100 million; and a l so tha t one coul d safely guess the 
distribution of properties on the basis of' the P.c. c. ' s 
1951_ investigati ons; it might be that the s ,:)_e cted Agency would 
distribute: -

£ 10 million in Yea r 3 made up of £2 million 
for clai mants t o under £100 
and £8 million (the value of 
COl!llTI')n land) t o be distri buted 
among those cla i mant s and among 
r efugees with n o clair.: a t all. 

£10 million a year in Years 4- 9 i nclus ive , i. e . 
some £60 million made up of' about 
£40 million f or cle i mo.nts t o 
between £100 and £2000, and about 
£20 miJ.l i on be i ng advances of 
£2000 each t o cla imant s to more 
than £2000. 

There r emained the question whether the bal ance of about 
£30 million, due to clai mant s to more than £2000, shoul d or 
could be held up until Year s 9 and 10; or whethe r it should 
pr ef er abl y be made availab l e a t an early s t age for gr adual 
i nvestment e . g. throueh t ho pr oposed r efugees ' development 
bank. 

11 . It was agreed that the probl ems r a ised i n pnr r,graphs 
5, 6 and 10 above should be t a cl::lod i n t he J.i1sht of the advice 
which was t o be sought fron the United States and United 
Kingdom Treasury r eprcsentntivos i n t he field. 

1 



Top Secret 

Arab- Israeli Settlement 

I attended a further meeting this afertnnon 
and snoke at some length on t ~e di fficulties of 
Israel s e rvicing a loan of the ma·nt t ude under 
c onsideration . I think that it was just as well 
t hat I did, because everyone i s busy with t ~e 
nrovisi on of the money and its distribution , and 
too little t l-\ought has been given t o the act 
t hat it i s intended to be a loan , serviceable and 
reuayable . If i t goes forward , rinisters wil l 
have to be told wit h s )me emphasis that the 
prospects of recovery are pretty thin; but T 
also sa i d that I an sure t hat t he Israel i s are 
not t hinkin~ in terms of ~100m . , and would 
ce r tainly say that t hey cannot afford the burden 
of service on their r ecei pts of for e ign exchang2 . 

cot,.Russell Edmunds ana!r/will c ompose a draft 
on avoidin~ inflationary effects . 
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TOP SECRET 

Pl an for Arab/Isr ael Settlem€nt 

Mr . Pott er ' s minute of 19th Apr il . 

l. I mentioned this to the Governor to- day . 

The Governor was awar e of the gener al pr oblem, and he 

said Mr. Playf'air had mentioned to him the Foreign 

Offi ce suggestion of a £15 million Israeli loan on the 

London mar ket . He had mer ely said that this could 

only be regarded as a joke . 

2 . I asked the Governor to consider on 

the narrowest basis within the Bank the pr oposition 

about I s r ael selling bonds in the U.K. market and 

the gener al implications of t his both technically 

and from the point of vi ew of Commonwealth access 

to the London market . He has pr omised to do so and 

will l et me have hi s comments , t ogether with his 

comments on the point r eferr ed to in paragraph 10 

of Mr . Potter' s minute . 

27th Apr il , 1955• 
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E.R. 

• 
Top Secret 

Plan for Arab/Israel set t lement: I s rael bonds 

Note for recor d 

Mr . Armstrong had a sight of the papers recording t he 

recent discussion in the Bank of England of the aspect of the 

plan which concerns the sale of Israe l bonds in the U. K. market. 

2 . Mr . O' Brien's comments were 

(1) that it was not sensible to talk of the sale of 

Israel bonds in the U. K. as if it were outside the ordinary 

run of borr owing; it was unlikely that Israel sympathisers 

in this country would subscribe for the bonds merely 

out of sympathy and without the attraction of a high 

interest rate· 

(ii ) that if we allowed the sale of the Israel bonds, we 

should find our decision diff icult to explain to our 

Norwegian friends and we should be in deep water with the 

Commonwealth countr ies ; 

(111) that rather than allow t he sale of the Israel bondS 

we s hould make a Government loan to Israel. 

The Governor agr eed wit h these comments, and made the fur ther 

point: what if the Israelis failed to raise the sum required 

from the sale of their bonds? 

Q 
(A. K. POTTER) 

2nd May 1955 



• 
On financi al implioal.ions, the Treasury have joined with the 

Foreign Office in the further discussion which have taken pl ace with the 

Americana at the Official le-,el. From the meetings attended by the 

Treasury, tbe folloW1Il8 points emerged. 

1. The Arab State• would try to ma.Im 1111 pq as beavil,7 a.a 

poBBiltle tor their cooperation. Jw,t what total amount ot 

110ne7 thia would be lilcel,7 to illYOlTe oould not be aeen 

at this stage, but this wna a point wiob must be carefull,7 

watched. 

2. The proposed figure of £100 milli~ is considered to be the 

miniam oompensation which l'IOuld make f or a settlement vlith 

the Arab countries. '1be chances of holding to this f igure 

need to be oaretul.1,7 assessed. 

3. The distribution of the compensa tian ffl>uld run the risk ot o.us J.Jlg 

serious in:f'l.ation in some Arab oountries, notably Jordan: it / 

will lie neoesaary to eX8111ine means of minimising this ~isk. 

It. Whether it ia possible for Israel and world Jewry to contribute 

30✓• of tbs total cainpenaation to be paid: if not, a t what 

point should e know that there would be a defioi t and where would 

the balmoe co• froa. 

5. flie uaeaa•nt and distribution of the cainpensation preaenta 

diffioul tie• am needs to be carefully considered. 

6. u.N. B.W. A. would need to continue in e_rlstence for l onger than ti-,e 

,..U'II (no preaent lease of lit9) and it is neoesaary t o ensure / 

that other oontributors would agree to a further extension ot tbs 

Agenqy' ■ lite. 
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I Uh t he agreeman'I of the ~erioans, the views of the ']):'easw:y 

Representative in the Wddl e Eaat, b Head of t he Development 

Dividon of the British Uiddl e East Cf'fioe and of Mr. Dale and 

Kr. Benald., u.s. Represent ative in the ·ri ddle Eas t will be 

ot.tai.md on ! .. "- S--~ t o enabl e further consideration 

to be ginn to these probl ems • 
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• 
SIR ALEXANDER J'OHNS'lffl 

P .ALESTINE SE'l'TLBMlilNT 

I attach a piece I have drafted for incluaion in a further Fe.reign 

Office paper f or the Cabinet to be put in to1110rrow. I have aent t he 

i op copy to 0, F., llbd seek your approval to trying it out on the Foreign 

Of'fi.oe, subject to azv coanents tbat o. F. may have. It will be neoessar,y 

to s end it t o the For e ign Of'fioe as s oon as poasible t CIIOl'row morning. 

You will wiah t o see the Uinutes of the Jt!eting I held with the 

Foreign Office on 14th April, and the agreed minute of a meeting Kr. Potter 

am I attended with the .Americana on 27th April {both flagged on the file ). 

I have not 1hought it neaa■aa.ry in the draft t o d iscus in 

det ail the poa■ible solutions to the points r aised; the objective at 

present is to'bring their existence to the notice of the Cabinet. 

2nd W , 19" 
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!Jpn ~or j\rgb/lsrael settlement 

fleaee see paragraph 2 ot r.r:, minute dateO 19th April. 

2. The Pore1gn ort1oe hove et length <'inall.r deo1ded to 

'B' tollow up their paper C(55)96 dat~d 5th April with a t'urtber 

paper. not aak1nr. yet ror any Cabinet dec1e1on but bringing 

the Cabinet up to date on certain new Oovelorniento. 

' C' 

}. In tbe meant11De we have bad <U.ao..:.oo1ona with the FoJ:>cign 

orr1ce and, 1n con~unotion •1th the J'-ore1gn Cft1oe, wit.I. tbe 

Amer1cuna. Notes o~ tbeee a1aouoaions hioh to k pl.lice 
I 

on 14th April and in tbe mom.ing and aftemoon ot 

27tb April , aN placed below. 

4. In the meantlme also tbe queet1on ot nllowms tho mle 

ot Iar&el Government bon'18 1n th1a country baa been <J1eoll8&ed 

between S1r Leal1e RoHn end Uif' Herbert Br1ttaln and b7 

~1r Lealle Rowan w1tn the Covernor of the Bank of l~ncl 

' P' { eee tbe m1nutee by Ulr L. , . a.ad Bir H. B. dated 27th-29th April 

' G' end er. 'tllY not.e dated 2nd y) . ,,..be Bonk ot England hliye 

strong ob3ectlona. 

'H' s. Ml•. Drate hee c!rattocl ena submitted to 31r Alexander 

Jobnoton • p1ece 1ncorporat1ng the 1"reaaury Yiowe tor 1nclualon 

in the Poreign Ott1ce i;eper. He bee eaked tor out" oOl!r!lenta on 

t bie draft. It 1a beinB arronged w1tb tho ,oreign or r 100 tb!lt 

the Chancellor aball have en opportunity ot oee1ng end 

oorna.enting on tbe propoeed Poi-eign Office J>'lpel', betore 1t 

t'inally soea 111. 

/6. l would 



• 6. I woul~ like to suggest the tollowing olight amendments 

to 1.1r . Drake'• dr31't. 

I. In aecond parsgra1}h, deleto second und third aentencea 

and aubat1tute -

"Tbeae pointn, which haye oinco tho note o~ the previous 

Cabinet paper beon t he eub~oot ot detailed c!1ocueo1on 

between tbe Foro1Rn Ott1co and the Troaeury and eubeequently 

with the Americana, are aet out t,elo . ·• 

II. For points 2, 3. 4 an4 5 (fi~at sentence) substitute -

"2. lt ie the int ntion that ot leoet :;o m1ll lon obould 

be prcrdc'htd by tho Ieraoli Oovernment, e1ther from tbeir 

own reao:u-oea or by tbe•elvoa ro1a1ns the money eleewhore. 

or tho balanoe ot £70 million it hao been suggeatc,11 tb&t 

£:,o million ah.o .. ld be m!lde avniloble to .. sroel b,1 g1tt or 

loan trom tbe u. a . Oovernr.~nt, £15 m1111on by loan fl-om 

H.11. Oover-ru:ient, end perbal)G £.5 million by gift or loen 

trom tbe hench and other Go~ern:..ente. 'l'be queot1on ot a 

u. K. loan or tbe amount sugyeated will hove to be cone1dere4 

ti-om tbe po1nta ot vtew o~ the Buaget , tho balcnce or 
pa,-ente end our existing polic7 as reesraa aoc~a• by 

t ora1gn Governn:l8nts to borrowinl:i 1n tbl.e country. ln s07 

oaae it 1a illlportant that we should not, in addition to 

pl"OID1&1ng a contribution toflrdt.l the bBl~nce o~ £70 million, 

get olll'oelvee into the position or 1n any way undel"Wr1t1ng 

the sum to be provided by tbe Ierael1 Government. our otter, 

U' made , llU8t be presented 1n auob a way tbat we and tbe 

Aller1cona are ill etteot oontributtng a maxima or 

~5 a1111oa, th.It balance to be round b)? the Israeli 

OoYemment •• beat they oan. 

). It would be impoealble tor the Iarael1 OoYernment 

auooesa:tull,y to :tloet a loen on tbe Lon<lon iaerket. It baa 

been euggeete4 tbat •• m1gbt be able to ID041t')' our 

exiating policy•• regard• aooeea b7 toretgn Ocwel"!Ull8nta 

/to 



to bol"row1ng 1n th1e oountry, to the extent or allolfina' 

tho esle ot !erael Oove,-ru ont bondo here. Uo ,evor • be 

question ot such eule presents serious d1ff1oult1cD. 

4. There woula be grave danger o't eer1ouo 1nf'l.at1on in 

Uie Areb countrlee conoex-noc! tf' a o um ~ tho she or 
£100 million were a1eburee<! tbero 1n uncontrol ea t oabion. 

e•en ovez- • i,er1oc!. l oeeible wayo or controlling tho 

d1ebureec-.ent are being exsm1no~ 1n ronault ot1on with t ho 

.Americana. ~he Arab Ooyer:irnente eo~oerned w11~ hnvo to 

be brougbt 1nto coneult&t1on in ~e oourae . 

.5. The aaeeeernent ot tbe 1ncUv1eu=1 emounts or 

compenaation 1n aucb a woy " ••• it 

III. Bor leet paragraph, oubat1tute -

"All these pointo requlro ond a e receivi ng f'urther 

ursent ex·l mins • 1on. hery ettort w:111 be mflde to deviae 

aet1s:f'sotory eolutbno ot them 1let'o?-e a deoie1on in 

principle baa to be taken wt.lathe~ to go ahead 1th the 

pro~osed aettlemont . HoweYer 1 ~e~l that my colleogueo 

should be aware thot there at•e bound to remo1n financial 

end otber unoerta1nt1ee about tbo oohed! wb1cb con onq 

be cleQred up firullly arter t he aeo1a1on in prlnolple bea 

been token and in the ootlNle of negot10t.tona with l•reel 

and tbe Arab countr1e■. " 

7. It 1• cleai- tbet o great deal or further tbougbt end 

•xomSnation wil l twve to be given I.U'Sently to the f1nanetal 

points. /..a .re31:1rds pointa 4 ona 5 '4;;1- tbe queet1on of the 

ablllt~ of tbe Ial"uol Govei-nment to ael"Yice the l oana tbeJ wi l l 

be tekins, 1t bao been agNed tbat tbe nen et.ep abould.,. t o 

ocuwult our Treasury Repreaentat i•e 1n the Middl e F..aat and 

the two Allleriosn Treasury RepreeenteUvea t~N. 

I . I 
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8. I h3vo t'logsed ttleoo rsper.~ ic:l;.ed1ato 1n view or the 

time rsotor. 

{A. lt. l'OTTER) 



I 

. ' 
I . 

/?! /4/d-1 
~· 

I -G... .. ~~~£L .At',,.._ 4- ~ fL,._A 

d~~ / tl.-L~ ~/:1....d- d 
J~.,. f ?L~ f ~ ~d 
~ ~ ~ '4 ?· ~✓ ~ 4 ~-



'( 

r 

TOP S •:CRET 
I 

Dear .. \rthur, 

3rd Hay, 1955 

r e s 11ould be V 1;ry glad if you could nake . 
cone alterations to the J inutes of the l!eeting on t he 
mo,rning of 27th April on the Palestine ~ ettlernent. 

✓ • They are all in paragraph 9, and are a s fol lows: -
/ I 

'

~eoo1'd sentenoe to read: "Ho,, they did so would be left 
1 to them; but we should infom. t hem , i f it were 

/ decided to allow t his, t11at they could" rai se funds 
i eto. 

ThiVd sentence to ~ead: 
/ expla ined that it 

1 Israel ~overnment 111 , market." 

"The Treasui-y r epresentatives 
would be i mpossible for the 
to float a loan on t he London 

I 
)'ourth sentence to read: 11The Tr easury would see 1f 

there was any'' possibility of a l lowing etc. 

I hope that you will be abl e to make t he changes 
i ndicated above . 

, r 
t 
' 

Geoffrey Arth~r Esq. 
Foreign Off'ice . 

Yours sincerely, 

H. G. Larnbert 
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FOREI GN OFFICE, s.w.~. 

TOP SECRET 
URGENT 

May 4th 1955 . 

My dear Johnston, 

Your people have been kind enough to let me 
see a dra:ft of' the passage which you sur·gest should 
be inserted in the Secretar y of Sta t e's Cabinet 
paper on Alpha. They have explained that the text 
has been seen by the Chancellor a nd that if we do 
not wish it to g o in our paper , an alternative 
would be :for the Chancellor to make it into a 
separate one over his own initials. 

I have an open mind on this point, though I 
would have thought it more convenient for 
Ministers to have one paper only. I have , however, 
some comments on your text, on which I think we 
should certainly wish to insist if it were to f'orm 
part of our paper. These are as follows: -

(a) 

( b) 

(c) 

The first paragraph seems to be unnecessary 

The last sentence of paragraph 2 seems to 
limit unnecessarily the amount the 
Americans mi ght contribute. Would it do 
if the sentence read "Our offer should 
be presented in such a way that we are 
not com.mitted to contribute more than 
15 mil lion pounds · the balances , after 
taking account of the Americen and other 
contributions, to be found by the 
Israeli Government as best they can". 

In ~aragraph 7, I sugfest that the third 
sentence be rewritten as fol l ows. "We 

Sir Alexander Johnston , K.B.E., C.B., 
H.M. Treasury. 

/know 



.. 

lmow from the fact of American 
participation in the proposals for a 
settlement that the U.S. Government, 
who contribute some 70% of UNWRA funds, 
would be prepared to continue their 
support of UNWRA for the required period; 
and we are confident that the other 
contributors would be disposed to do so 
in the context of a genera 1 settlement." 
I suggest this wording because I do not 
see how "ve can possibly make sure in 
a dvance what the other countries wil l do . 

(d) Finally, and this is really the most 
substantial point, I am very unhappy 
about leaving the pape r in such a form 
that it could be s a id subsequently that 
we had no authority for continuing 
discussions during the next few weeks , 
knowing ss we do that if successful they 
wil l lead to a financial com~ itment. The 
phrase "before a dec ision in principle 
has to be taken whether to go ahead with 
t he proposed settlement" in the last 
paragraph of your draft sug~ests in fact 
that by allowin~ discussions t o continue 
we should be exceedi!lJ7 our authority. 
I n fact , a s you knov,, the discussions 
have a lrea0y be~un and wi ll be continuing 
with Nasser throu~hout I ay . I therefore 
s u~gest that the l ast par agraph should 
read as attached. 

I shall of course be glad to discuss . 

Yours ever, 

SGD. EVELYN SHUCKBURGH 

., 



TOP SECRET 

All these points require and are receiving 
further urgent examination. Every effort will 
be made to devise satisfa ctory solutions on 
them before any .final c om1]i tments are made . In 
the meantime , however, I trust that I have the 
support of my colleagues in allowing the 
discussions with Egypt to proceed, knowing that 
if they are succes, :ful we shall be virtually 
committed to seeking a settlement which would 
involve the following financial commitments:-

(a) a loan to Israel of the order of 
15 million pounds· 

(b ) facilities for the sale of Israel 
Government bonds in t he United 
Kingdom. 

At the same time I fe e l tha t my colleagues should 
be aware that the~e are bound to remain 
financial and other uncertainties about the 
scheme which can only be cleared up finally in 
the course of negot i at i ons with Isra e l and the 
Arab States. 
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sn. ~~ UNDKR J ,hi(S'l'(Jl 

Copy to Mr. A..L Potter/ 

? 01 '0SL:D ?J "!,.,S'l'IlS SET'!'T.:!mi'r 

Colonel Nasser wna tirat sounded about his reacti"na to a eettlement 

ot the Palestine question sc:me time ago - tirat by the Poreign Secretlll'7 

on his wrq to his Far Eastern tour, and later at the beginning or April 

by the British and U. s. baaaadora. on the latter oocaaion his zeaction 

waa not entirely mitawurabls ( el thc;ugb ho wanted cession to Egypt ot 

the whole ot the Negt:VJ but he said be would lilaa to talk the Cl!lUer over 

t\D'ther atter hia return 1'rom the Atro-Aai!IPConterence at R4ndoeng. Ee 

returi:ied tram B Ddoeng three or tour da,ya ago end We ware aware that the 

Bri t~h and American Ambassadors would be approaching hill uain. 

;i , fre were not aware, however, that ar\Ythina at all definite wo11ld be 

said to Colonel Naaaer at this stage about the line• of a proposed oettlement. 

It apptars that Jlr. Dullea is personally insisting that the 1¥hole matter 

sb~uld be proceeded with UlllSdiatel.y. It has been explained to hill, the 

Foreign Of'fice aay, that owing to the eotion it is not possible at pnscnt 

to get Cabinet approval to United Kingdom participation in the plan on the 

linea propoaed. ?le..ertheleas he atill inaiata that diacusaiona with 

Colonel Naseer should continue forthwith on a provisional basis. '1'he 

Az!lbaaaa:'lor baa been inatf11Cted ac~rdingl;:r and it is essential that the 

British Ambassador should take part 1n the diacuasionao 

rioan 

3 . Thia -, accepted, aasl.llling that the discussi ns would be at this stage 

of a very general natme and with•>llt an:, oomitment. e discovered 

:,eaterdq, bo;,e-,er, that the inatr11Cdona eent to the Alllbaasadora were 

in the form of the ainutea ot a meeting bebeen the Fore18n Of'f'ice am the 

Ameriosna, at which the 'rreasllr,Y ,ru not preaent. 'Jbeae ainutea go 11uoh 

too tar in the a ireotion of oommi tting Ho Co to participadon, am ewn 

suggest that tho Ambaaaadora can mention to Colonel llaaaer the f~ure ot 

.Cl.00 million 11'1:lich 1a contemplated 1n the pl.an for OO!llpenaation of Arab 

refugees. Apart t'rom aqything elee, the latter would ot courae be 

1. 
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• 
tactically diilastrous, since it is essential that this f"~ure sbouJ.a not 

be Qenti~nod 1111til a cooiparative late stage in the ncgotiati;ns both nth 

the Arab counuies and 1Vii;h Iorool; the onl.:,r hoi;o ot holding to it 1s to 

produce it, after agreel!ll?nt b.ltliecn thoao countries has failed , as a t'ira 

"tala! it or leave it" compromise Tihich we and the .ooricana 11.-,uld hi.ck. 

1t ~ J,'orei&n t'fioc full,Y reco nbe these point'! "Ind they todt.13' aent 

off the att~cbed telegrr..ms to u.e British \:.baaaador in Cairo, and to 

'ffa8ilin.-;ton to get tbs lnstTu.cti~ns of the roieric.m -ba.sS&dor similarly 

chnngea. cm cnly hope that the i.rnericana w<ilit agree to the change, 

on: thn't the re.vised inatru.ctLru, will not nrrive in C 1m t.oo late. 
,.. 

~ 'l'b:I acti::n of the oreign ,:t!ioe in giving insuuctbna to the British 

~auador which would allow him to co,Jlllit 1•. . 1.;. before Cabinet 11pproval 

lla8 been obtained to Eritiab participation and the plan i.a al.most 

incz-edible. Apart from Cabinet approval., it is b:, no means certain yet 'that 

111e sh.&11 be nble to a; ree to various ess,m-cial fcatu.rco ,Jf the plan, suoh as 

the s le of' Israeli Bonds in the t,nited K~dom, which is very strongly 

opposed IY/ the Gove ruor of' the &nk of England. ~ Pore ie;n Oti'ioe are 

uniloubtedl,Y in a difficult 1>0Bition because ,;:,f .merican res"ure f or quioJC 

action, but su.re i., it would be better for Anglo-,\mericon :rela'tiona, oven to 

have a row wiih the A:.iericans on this point nJw, than t o risk the possibiU\, 

of havi.Dg to witbdrsw from the phn lllto et.her after we bed given them the 

i:?lpresaion thst ue should ■uprort i 'I.. 

You and Sir f!erbert Brittain thought trat theaeftiots should be brought 

to ,:he notice of the Chancellor . 

~ ,,,,-~~-- 'Yf~'o ~ 
~ ~ ~ ~ p ~J 

~,,.;._H,o~~,.,..,#(hWtca_ 

~ ,,e;- i.2.a i)t ~ I'~ 1 ~ 
~,'A-- ~~~~-
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TOP SEQRBT 4th lifay, 1955 

I ·nm becPming increasi nglr concemed with the way i.rl. 
wh1Ch the appro~ch to a possible Palestine settlement. 1a 
developing. • The proposals are o'I a very far Pe-aching . 
nature• and cove• queetiona of poli.cz, and serious financial 
implicationa for thie country, on which Cabinet dec1a1on 
seems to me esaential. We hav~ recentl7 -had, to cury on 
our Balance of Pa.vmenta ver,:, hoe..-., 8\l.J!Ul tor Go-verment 
overseas expuditure. Even the OpJlP81t1on 4rew ,attsntion 
to thia 1n the Budget Debates. ·It wil.l awwel.r be Yer-y 
clU'floult to obtaill Oabinet deo1aione Oil quetJt1 ona ot aucll 
1mpori befoN the Oeneral lleotion, ·and we cannot-. I• 
eciual.l.r eure, p.POOeed without them.. ~. . n 

:.. 

I now leftl'll that inetl'Uctiona havtt been gi.ve-n to 'the .. :.., 
U.K. am u.s. Ambassadors in Cairo to approach Colonel Nasser 
1n a way which would inTOlve i-evealing to him the main linea 
of the PEOROSJYJttltch are under consider ation. It seems to 
me that '.ID•e•~ h alr Ai\'ba3sador may oroteet that II. P.G. 
ia uncolbitted rr'Btafre, revelation- or the p~oposale, 
even 1n outline, is in faot a co n~ltment. Thereafter, to 
withdPaw would put us ill an impossible position no less with 
the United States than w1th Oolonel Nasser. Thia seoma to 
be clearly borne out by the redzaatt Just sent to us o:r the 
last of the Treasur-.r puagi-aphs propc3ed f or ln3e~t1on in 
your new Cabinet pap••• It ia there explicitly admitted that 
to proeeed with the discu.aal ou 1n Cairo lllll Virtually cott1;111t 
u to two propoa1t1ou, the tii-at or which .requirea me to 

/:t'1n4 

!be Rt. Boa. JI• MaOlllillan, 11.p. 



t'lnd £15 million• oTel:9 a period betore I haYe 11D¥ ind1cat1on 
or tbe ·caltinet'• 'rtewll on the plan aa a whole, and the eecond 
ot which raiae• ,reat d1t'f'1culties for the Treasury which 
have not yet been rea.ol•d. 

' ' 
l t'nl moat aimnal7 ·~at we ahould 1naiat with Qt:.µ

Americaa t'P1.enda that :turther action in this matter sho1,1ld,be 
postponed -ror \he ir•••t, botll to enable. the- t"1nancial 
implication• ot' ti. propoe ala to be more closely ex(l.(Jlined in 
conaultation with u.s. aal u.K. experts 1n the -Mid()l.e East, and 
\o enable the whole matter ito be ~ erred to the Cabinet • 
when we are rea4,J. While •I reaI1ae how awkward ~dela.r might 
be, I th1Jlk that fl abould be more likely to reach a auccesstu1 
oonclueioa 1n~th1• W&T• 

I 
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liC!tET 

Cojy t o Mr. Potter/ 

Paloatine Cettlcmcnt 

'l'\Vo turth:sr th m.;;u l"e!Min to be done 11:led 1a te ly :• 

1. To reply to .r. lhl&Ckblll'gb' a letter. 

:?. '.t\:> mow t;hc, \Jv&ncellor to pat in hi.a Ollft Cabinet paper. einoe 

the Foreign Office do not ,igree with it. 

Ql 2. tho edating per will nQt need 11100b al'.lera~on• Olll0ept 

ror an 1ntroouet1on Vina it in with the prencoa J.'Orei.;n Otfioe po r . 

I ma at'roid I 0lllU'lOt draft thi.s as the papers are not •i th • at 

present. But I ■UJIW'St that a pa ,er t.rom ~ Ch&Jl<:ello: ahoula go 

in icr:iecUatoly • todq 1f' pouiblo ao tfun it '11'111 bet ti> Ministers 

before tho B uao riaea. 

I 9U gcat that you might rt:pl,y ta I~. huckburu)i on th!t 1'ollO'ff'ing 

Unea1• 

••••••••••••••••• 

ould you ploue refer to y ur lotter o£ -4th llq abo-.it the 

proposals ror a nlcatine aottlea,nt. 

e cnn acoc,pt a01118 ~ the points ·you r:w:a; uut tl16 fira;t tho 

l..ut ore I aa at'raid entirely at TV ~a witb our 1.deu. ~ cona1 er 

it quite eaaendal tbat when Ui1a ttor car.a before L!iniewn tor 

decision, tbe7 ah uld be full.7 aware th!lt h l!ll\Y sull loail to c na14erable 

pnssure on uiia 0-,untr.', ,:o gift further usisi:anco to :.r b <lJlmtriea, 

partioulorl7 .lordan. I ~t ln!eratard how 7ou Cl1Jl eescr1be thie 

po~t u urmeceaa&Z7, since the tiMnOial 1m Ucad.ma llight be wi,-

J.uge 1ndee4. It aocm to 1llO i.'ll,cr:1t171t th~t l!!nlater2 e~~ be 

put into. tbe position of going into h1a rith tbel:r eyoa open. 



n your lnst potnt, ausgeatlng a redr!\ft of the last par11. raph 

or our draf't, yr,u will haw seen the Jt! tter f'raD tbe Chancellor to tl 

lre!.gn ar•tiu:r• ToCre, of c urac, aware th'l't the qu::-ati'ln of a 

Paleatine !16tdeaz:nt heid been no."lti?nou to Colonel !fa.w90r tlut 

further diacusei!'ln:, with lib were to be umertamu. ,o mrc, hu wr, 

enroo., l.:, urp.riaed diatreased t::i rw th ,. ins... ctivns had been 

BCnt to tho b.'l.a:UIC'.lora 1n a or::i hich cs1uld only ucon ,:h,it t'e 

pMpQnle you have bocn dil.1ctl83ing with t.lle k:lerico.n., on a 'en1atiY.e h eia 

\tOul.d be db.Jlosed to Colo,1el ND:mcr. It ia dii'ficuh tJ aee ;ao· auch a 

stop is po:ssiblc withou-; full C binet authori\Y tor too 19Che• r.nd 

this a plies to iis :,olitical as 111tll as to ita fin.'UlCial 1111 liodi ona. 

s re i,rde f:u\aJlce, • have not yet by an:, means olearcd th queotion 

of sale or Israeli Bonda in the Cn1ted Unr:d0111 :u,a the Ooll!'!lonwea1.th. 

M you know thlt Gove~r or the Bank cif gland, without ldmii;tedly 

knowine the full background, ia at present violently o:ppo=,ed to such a 

s~z;. e ODY hope t eventually r.e lll8J' be eble to see our wq towards 

t king it. t to assUl!'la no.r tb.'\t thin will be the c!\sa would bo rllllh 

in tho c.i.:tr • • 

rn these oir~tonoea -, ee~ no ali3'rn'lt1VC but to adviee the 

ChBOOl!llo'r to put in tt:e Trensury dr:rl't aa hia mm paper ir.mediittely -

mod· ied to .:iDOt UlC other po1nt:, in :,o~ letter which we fully ooo&pt. 

~ ffll ~ 

5111 ¥!le 1955 
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✓ 
Plan for Arab/Israel sett lement 

The duplicate set of papers which we maintain in O.F. 

about this subject are submitted herewith for Mr. Rickett to 
)(.. 

see. (The original papers are in an I.F. file which is at 

present in ur gent use on the I.F. side.) 

2. Mr. Rickett will like to see especially -

(a) 

( b) 

( c) 

( d) 

(e) 

(f) 

Cabinet paper (55)96 dated 6th April 

your minute dated 7th April 

my minute dated 19th April 

minutes by Sir Leslie Rowan and Sir Herbert Brittain 

dated 27th-29th April 

my note dated 2nd May 

statement of Treasury views, approved by the 

Chancellor, which was either to be incorporated in 

a further Cabinet paper put in by t he Fore ign Secretary 

or, if the Foreign Office demurred to this, to 

form the substance of a Cabinet paper put in by 

the Chancellor himself, 

(g) Mr. Drake's minute dated 4 t h May 

(h) draft letter from Chancel lor to Foreign Secretary 

(this letter actuall y went l as t night). 

(A. K, POTTER) 

5th May 1955 



i. a... f,Ol."?'Y 1f you t· 4 n~,: th~t t:1e t7iI'<?c 0c·t. r~-~ ~r 
tr-~~sec~ in our- hccdli~.1e c,f ·t.h~~ iin·•nctal ~1s,1ccts of 
the Polost·ne a ... tti..o: ....... ~1t;.. nur. Uioist.'Jr~1 -wer0, 
!v.J1. ·011~1·, sut>.fH''iS.C-".'°: to r :n\r. tt at iost1"uctic:)ns bcv boo.t~ 
S!.;t1~ t,'> .r'imt.1rs.Ju .... ,.n·s in a f.ot· ·g-hich c:>t~ld only net..t.1 
t!.tat th, .&J!" osnltj you h peen dtsc..1osine ·ith the 
l~or.te:1ns on t,;-)rrt,at ·v ... bnsi~ ,i~ul oe dicc:l"sc-r. t,, 
':oiaGO- E ~ner . !t i o dii'fii..;ul... ,o- ~e~ ho."' nue~1 a 
ste:1 t J,or:n::.b:.o ~l tlioiL .. .ft1.ll c. hlnot tmthc,ri ty for 
the ~ch~.iejj! -&:l v: .~,. ... c., ,f' c:">urs, c . .n:icer.tJ .... &Jout 
1. to fiot1oc:~::.l ;.r11~lica1;1.or1s. W1..? hove not .. "'ot :y arr:, 
;eoni,i, -0100.~ -<~ the t .. ~stion (.,: 1;be: z l<: o,r, I-:;rn•3li 

,!j-jl\C.S ~ll :..be Uni tud K~tt.lg(K:it and t 1;; Comr .. on-. ..! !. tL., 
.A.: you kno~", the Govornor or t :.e .Bank £ En;;:t)nd i .... 
st e!"r33~~t tri ticc: l vf a..ny such step. Fl~ na~r hope ~ 

~ 
!'lat ovc.utu~ly t.e tna; tJb ,..b,.\~ t..., s,:c our 'r;i),Y to- ard,:; 

~ / liu':i;1, .l t p b .. it ·10 <,uri;lot oftm:m1 at pr s£:nt that tni .;.i 
w!l.l- l10 w.., ens.., . 

f 
•in you.1~ l(~tt ov of yest<):rd • y 1 ,!, ate, t!!c c tm 

certain!~, ttcco;tt so~, .. of th,. ~ oints you m~i.::-e; bt1t the 
~ - ,rot'\ ~i'!I.. ...~ .. l,...,.,t ~ .... ,:, "'~"r,.,, .. ,. uz•if!'><l-•61 'f... D"'" =e1 ., ·t 
, -•.;;., ~ ,~~\.& i.,_ ... 11'.. uw 9 ,o.. -w , ,:~ - "-*- ,,:~ ...1~• v~~ .... ., ,- J..J ...,.,_ o.- -..,,'!I. 4 

v~ iru.1co ·i.th C\U' !d-ns. tro COJ.Dido.1 .. it i:; C:Ceon iw. 
t 1-a.t .. uhcn t1-.1,j . zt ~or "" .. 1ec b .,fo:ro u ·.n1stors _ or-
decl :e::: .. o:-\ , they· ~h<Juld ho .full;r a,;,;ai:-o bet tt ttty cl: 
.to~\,;;, vO c""\nside::~ab:,., 1,r onuro i"'ID thin coun ry to ive 

lfu:rtno!" 



f"~tli6T "'Ssist~oce to ~rEb cou.:1tries , ;n:trticularly 
J·ord~n . The financial i!'1p:.icnticns might bo very 
liu-g e inc.ecd. 

In th.!SE: ci1·~u-11::.:tances . I t.i~nl-:: -... e ;Jhall have to 
.. ,~-.::r-;t-tl) t '"~ (•l,,:-~•c,·" 1 01~ tc-. 1 ~t •tr; tl,,,r-i rrre·-~u·"· ,~ ..... 1 f't --•s hi••· , .. -....:;.v .. 1,.u_. t1.-, ...,..'-~~l, -· _. ,> .. ~ k.-~ i .~ .......... u..,; ~ ... ~J.. ·- llA- .... +.> 

o··m r'~I'er - moaif'ie~ to 1:1.eet the ot.hB1:' points i n your 
lotter which 't1 ~ ·ful]_y ~cccpt . 

Yours sincerely, 
(Sgd) A .. JOHNS ro~, 



•. R. 

MR. ARJTRONG 
I 

' 

1v 

Plan for Arab/I srael settlement 

You wi l l like to see these latest papers. 

I under stand from Mr. Drake that Sir Alexander 

Johnston has decided that before submission to 

the Chancellor of a paper to be put in by 

him to Cabinet, we should wait and see what reply 

the Foreign Secretary makes t o the Chancellor's 

letter of 4th May. 

(A . T< . POTTER) 

6 t h May 1955 





COPY 

TOP SECRET • 
Dear Rab, 

FOREI GN OFFI CE , 

S.W.1. 

May 6, 1955 . 

Thank you for your letter of May 4 about the approach to t he 

Palestine settlemen t , I understand your difficulty about taking on a 

financial commi tment at this stage. I had hoped that we might get 

t he Cabinet to gfve approval to t he plan including the two elements 

of a possit le financial commitment, which were described in Sir 

Anthony Eden's ca · inPt Paper of April 6. If howev0 r , you feel that 

this is not poss1ble before the General Election, I shall have t o 

accept your view. 

As regards the risk of any commitment 'oeinF undertaken by our 

Am' assaoor, I had thought this was co vered by my ~elegram No . 996 of 

May 4 which I understand was cleared wi1. h your people. I suggest , in 

view of what you say th~ t we might f urt her safeguar d ourse lves by 

sending a telC'gr am to Washington on the lines of the attached draft, 

with t he object of ensuring t hat neither their Ambassador nor ours 

makes any: reference to t he financing of compensation until t he later 

stage of consultation with the I sraelis, which will no t take 1,lace 

until after our elections . In t his case , even if Nasser is prepared 

t o go forward on t he bas is of' our othPr proposals , •e shal 1 not even 

by implica tion have accepted any liabili ty to help Israe l pay 

compensation . 

I should like tog t the telP-gram off very urgently. since I am 

not sure how soon Mr. Byroade may be renewing his discussi ons with the 

Egyptians. 

I have in the meantime instructed cl ir Ralph StPvenson to consult 

me before s a ying anything at a ll himself'. 

I am sendin~ a copy of yonr letter a nd my reply t o the Pr ime 

i.linister , since it was he who initiated t heattempt to find a settle

ment for Pa l estine and who made t he first approach to Colonel Nasser. 

Yours. 

(Sgd. ) Harold l,iacmillan, 



CO!Y 

• !!.!MEDIATE AI'm TOP SECRET 

To be repeated t o Cairo. 

My telegram No. 996 to Cairo. 

Alpha. 

Please inform State repartment urgent ly that my colleagues 

and I r egret that we cannot make any fur t her commitments 

in relation to an Alpha settlement before the United Kingdom 

General Election. I am, howev r, most r eluctant to hold up 

discussions with Nasser ~nd sug~est that they shou l d pr oceed 

but only on t he most broad and tentative lines. On the matter 

of compensation to be paid by Israel I suggest that the two 

Ambassadors should merely say that the I sraelis have always 

recognised th~ir obligation to pay compensation in the context 

of a general set tlement; but that no indicationaf' the sum 

Israel could pay , of how she would raise that sum, could 

be given until after the presentation to Isra 1 of such 

proposals as finally ~merge. This, as the State Dr partment 

knows . will not be until after May 26. since t he proposals 

cannot be discussed by t he U. K. Cabinet till after t he 

Gener a l • lection. 

2. I trust the U. S . Government will understahd our difficulty 

over t his and will agree to instruct Mr . Byroade according ly. 

I do not believe t hat this s hould seriously affect Nasser 's 

attitude towards our a pproach since his . interests s eem to l ie 

primarily in t he territorial aspect of t he plan. 



• 
COPY TOP SECRET 

7th May 1955. 

Thank you for your letter of 6th Ma y about Palestine, 
and for t he endeavour which you have made to meet the 
difficulties which I r a ised in my l et ter of 4th May. 

l 

My ma in doubt was whether the approach to t he Egyptians 
should be carried any further before t he Cabinet had discussed 
t he plan and a ll i t s i mplications , financial and otherwis e . 
I see, however , t hat you have sent copies of our correspondence 
to the Prime Mi nister and obviously I must leave this a s pect 
of the matter for him to settle. 

If it is decided t hat discussions with t he Egyptians 
should proceed , I s houl d be glad if our financial position 
could be safegL,arde d ( insofar as it can be safeguarded) along 
the lines which you suggest, though I have ventured to s uggest 
a few amendment s in the draft telegram t o Washi ngton which 
you enclosed. For convenience I have had it re-typed and 
attach a copy. 

I hope t hat you do not t hink that the Treasury have been 
making difficulties about .a ll this a t a late stage. '."le had 
not been consulted before instructions were issued (in the 
form of t he minutes of a meeting on 26th April at which the 
Treasury wer e not represented) for neRotiations over t he whole 
f ield to be r eopened in Cairo, and t he additional inst r uct i ons 
to Cairo which were agreed by the Treasury a nd sent as 
telegram 996 were rega ded by us as s imply holding our position 
pending further consideration of the major issues . 

I amsending a copy of this letter a nd enclosur e to t he 
Prime Mini ster . 

R . r. . BUTLER . 

The Rt . Hon. Harold Macmi llan. 
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OIL DRILLING IN 
ISRAEL • 

1 PROMISING START 
From Our Own Correspondent 

,.TEL AVIV, May 11. 
Dri!Ling for oil started at the end 

of April near Kurnub, ~ 
Nes~, Israel 's soutber_n ~ 
r€g1on, has already met with partial 
success. 

The area bad been earmarked 
for dr.illing even before the estab
lishment of the State ia 1948, Iraq 
Petroleum having built a road to 
the site several years earlier at a 

,cost of over £100,000. 

Present operations are being car-
ried out by the Pan-Israel Oil 
Company and Israel-Mediterranean 
Petroleum Inc. The rig has alrea dy 
penetrated a" significant petroleum 
gas deposit at a depth of only 
790 feet.•· This is the first time 
that gas of this composition-an 
ethane-methane mixture reflecting p 

~a hydro-carbon origin-has been 
• i:>und in Israel. 

C 

' ~i., 



• 
f ~ A . -;r dt,...-iY 6\-- _,, L l t•) / '). 0 

Bri t1sh Emb?ssy , I 
;:, . 
~ nr1s . 

d!f .o.ni_gtt ®ffi.c.e' 

!15. U . l . 

TOP SECrtET 

t r <;,..1~1--l~'<,O\ 

S"' d J 1?/ < 

., 

Th8nk you for your l atter of the 7th of T!ay 

8 bout Palestine . I '3.m afr aid that the first t \10 

amendments \-vhi ch you have ) roposed in my drri.ft 

te l egram go a good deal beyond sDfegLP.rding the 

financi al nosition. They amount i n f ac t t o the 

sug~esti on t hA t \',e should hol d b '1 Ck for the time 

being i n the joint effor·t on which 'Je ·1 .. ~ve been 

anBc1ged wi t h the ~mericAns in seeking P solution 

for the Pr l esti ne probl em. I co1J.ld not Agree to 

that unl ess the Pri me Minister so deciderl . 

I ,,,onder V'het'1er there is not some Flis

understr-mding as to t he nPV1re of this effort \ ✓e 

are maki ng . It is ;:in et tempt by the Americans 

<?..nd oursel ves to use O'lr good offices in order to 

/ bring 

The Rt . Hon. R. A. Butl er, C. H. 



bring ;:ibout ') s et t l ement of this r1os t dangerous 

dispute , v1hich may Bt any tirne inv:: l ve us in 

costly and unpopul ar military operations . ·: e ar e 

not direct particip2nts in the di sput e and our 

only direct p8rt in A settlement ( 8.pc1rt from a 

possible financial contributi on to ,1hich we are 

being CEJrefnl not t o cornmi t 0·1.rsel ves at this 

stBge ) is in the matter of gu8ranteeine the 

terri tori8.l arrPnger:1ents . I n this we l1cve 

everything t o gnin since 0 11r exis ting comrni tments 

woul d become far l ess burdensome if there were a 

settlement And if t he Americans 9e.rticip8 t ed . The 

pr eliminc1ry nnd t ant ati ve soundings i11ve alre8.dy 

t aken pl ace: rnd we 11.nve reason to beliave t 11at 

t he -2:gyp tL'.)_ns v,ould 1.t l east cont8mpl ate l',king a 

settl eMent . The next step is to fihd out more 

precisely on vrhat conditions they v,ould be \ri lling 

I to 

• 



• 
British Jmbrissy, 

Pr-ris . ) l 

cflf.ar.e±gn ®!!i.ce, 

~ . B . l . 

to do so . This Ot1Bht to ~Je done ver'J' soon if tl1ere 

is to be rny cl1ance of obtRining results bdfore the 

prospect of American el ections begins to badevi l 

their c1 ttit11de to these nwtters . I am not 

O'.Jti1 1istic of succes,s ; :-1ut I feel we O1ght to "1'"'ke 

the effort . 

I could not ::1-sk the Americ'1.ns to hold thuir 

ha,nd at this ,..,toge . The effect , t'1erefore , of 

~ ccepting yo1.1.r i-iosi tion ~10uld be tJ.'l t \✓8 s ;1ould have 

to dissociate our~elves from their effort nnd l et 

the~ t eke the credit (or the bl ame) 8lone. Aft er 

\ve have worked with th3Jl1 for five months in 8 11nrt 

of the world where ,re cl aim a sJeciel oosition this 
~ .i.; 

\1011ld be regrettabl e. 

I hope therefore that you will be ~ble to see 

yo 1r way to a ccerJt i ng my drAft of ti1e rirs t two 

sentences of tl1e dreft telegram to • '"' shing ton . I 

/ 3ladly 



• 

gladly accept your other r-unendment s . 
. 

I · m sending a co~y of this letter to the Prime 

Mini ster . 

/ 



• 1. sm .ALBXAND:BR JomS'l'Clf 
2. sm HERBERT BRITTAIN 

IP• 592/g,8/0l. 

PALBSTlHE SE'l."l'LE!dENT 

The Foreign Seoretarz•a letter of 11th May. 

'l'he F'oreign aearear., ahon that he baa still miawlil.erstood the 

Cbanoellor' a po■i tion, and I th1nk some reference to this should be made in the 

Chanoellor•a rep],y. Nnerbleaa, on the aa■umption that the Prime Minister 

wi■he■ the -uer to go ahead and not be held up until after the General Election, 

I don't ti11nk: we oan in■ i.■t on ou: first two amendmenta.to the Poreign otfioe 

draft telagr1111e 'l'he telegram should h0119ver malat it claar, in dew of the terma 

in which inatr110tiona were originally given to the .Antbasaadors, that nothing 

whateftr lla.Y be said :ibout financial ofter,. 

2. I augge■t that the Chancellor should reply to the Foreign Secretary in 

the tierma of the attached draft. The proposed amendment to the original draft 

Foreign Oft'ioe tiel.egram baa been cleared with the Foreign Offioe at official 

lefll (ur. Shaokblll'gh). 

I 

12th 11az, 1955 

/ 
' 



• TOf' SECRET 

1, 
DRAP? LB'l"rBR PROM THE alANCXLLOR TO THE POREI(J{ SECRETARI 

Thank yo11 tor your letter of 11th Ya;r abo11t Palestine. 

I am quite clear abo11t the nat11re ot the present operation aa 

described in yorzr letter. Bllt uq fea:r is that once lie are embar1md 

on this COIIJ'ae, we aa;r find ourselves 1nTolTed in camnitment., tinanoial 

and otherwise, which are not at present apparent. For instance, 

additional indace•nta may- well become n.ecesaary to persuade the Arab 

oountries to come inJ by the very tact that • are a t tempting to get a 

settlement, we p11t a liltrong 111ec.pon in their hand.a with libich to toroe 

ua to increase our financial aaaiatanoe to them. I do not mean to aa;r 

that for ~ reaaon mi should abandon the whole attempt, since I tully 

realise the importance and the adTantages to 118 of a settlement of the 

Palestine question. BU.t I felt that these and other possible 

implications should be p11t f'lll.ly before the Cabinet. 

However, I do not want to hold up deapatoh ot yo11r telegram to 

Waahingtan, and on the aas1m1ption that the Prime lliniater has decided 

that the whole mattez· canr10t wait until it can be di.acussed by the 

Cabinet after the General :Zlection, I don ' t want to press my first two 

amendment&. At the same time, I am still doubtful abo11t the use ot the 

words "on the baaia propoi1ed" 1n yorzr orSginal draft telegram. In 

ettect the inatr11ctions to th3 A111baa1ador1 took the form of a copr of 

the minutes of' a meeting between British and United States o1'f'ioiala held 

at the Foreign. Office on the 26th April. Towards the end at the second 

paragraph of those lliinlltes, tlu'ee ,nqa are liated in which United 

Kingdom and the United states Go-vemments 110111.d be prepared to help1 

01111 of t heae waa "to otter ~..nancial aaaistanoe to meet the commitments 

that a aettlement wolll.d 1nvolft"• I f'eel that it 1a neceaaary to aTOid 

all mention of auch an offer at thia atage, and to make thia clear I 

think that that part of 11he instructions should be apeoit1oally with-

drawn. I auggeat that this might be dol'IIII by altering the firat 

paragraph of yo11r draft telegram aa follc,qz-



• 
"• •• •• suggest that they should proceed on the basis 

proposed except that:-

(a) no reference should be made to any question 

of financial assistance by the United Kingdom 

under 8.1'\Y settlement. 

(b) on the matter of compensation to be paid by 

Israel, the two Ambassadors should merely 

aa::, ..... .. 

I hopw that this amendment will be acceptable to you. 

12th Yq, 1955 



1'0P SECRET 

13th 1187, 1955. 

Thank ym tor yc,o.r letter of 11 tll llay abe12t Palestine. · 

I aa quite olea abmt the nature or tbl present c,penttm. 
aa &scribed 1n ~ letter. Bat· .,- tear is that once we are
ellbarbd cn th1s cou.rse• we 11187 f'lnd curae1Te8 1nTol'f'8d 1n 
cOlllll1taente• Nnanclal aa4 otberw.tee-• wh1ch are not at. preaent 
appUent. Pv 1DS'tance• acld1t1~1n41lceaente '1111117 we-11 
becaa naceaSU7 to perauacle the Arab countl'iea to cam 1n; 
by tbe nri, raat that •• 8" attelll})ting .to get a sett lement• we 
put a atNIIS ••pan 1n their bands 1f1 th whteh w torce u to 
tncreaae oar ttnancial aasiahaae ~o the• l do no\ mean to sq 
that tor thia reaacn •• ahOlll.4 abandm the whole attempt• since 
I t'all.7 real1• ti. lllpozttaee u4 tbe adftntases to ue or a 
ae~:J.,.-mt or the Palestine q11eat1an. Bllt J telt that these an4 
otber possible tllpltaat.1oms ahoold. be put rul.17 be:t'ON the 
Cabln,t. ,. •. 

Howenr• I 40 not want to hold up despatch or J'OlU" telegram 
to Waahlngtcm• an4 an the aasuapt1cn that tbe Prime Minister 
has deo1da4 that tbe mole matte~ cannot watt un.t11 lt can be 
diacu.aaed by the Cabinet atter tbe Oenenl Elect ion, I don't 
want to pNs s IQ' ttrst two aaendwnt.a. At the same till8• I aa 
still dmbtt'lll abmt the use or U. words rton the basts proposed" 
1n yao.r original dr'st't tel•srt111e In ettect the inatructlcma to 
the Allbaaeadora took the t'Ol'lll or a eop7 ot tbe minutes at a 
... una between Brl tiah IID4 United s tatea otttclals bald at the 
PoN111'l Otttce en tbe 26th April. '1'marc!a tbemd ~ the NOO'UI. 
paragraph or thase ld.lllltea, thNe •aJ'B are listed 1a wb1ch 
OD1te4 Un dal 8114 the URlted States Goftl"Dllltate would be 
prep&Nd te Ml.pa oae or tbese was ttto Grfer f'inano1al aaeietwe 
to •et tia. cCIIIDitaenta that a settlement wGIJ.ld 1nTolve". I 
reel that it ta mceaaa17 to aToid all lllllltlca. ot such an. otter 

/at this 

Tbe Rt. Ron. Barol4 .. aaillen. 



at thJ.a· et.age• aD4 t:o NU this clear I th1Dlt :that that. part 

or the 1nstnot1cna ahml.4 be apec1f'1cal.ly wtthdraWD.. I 
n.ggeat that thie Id.gilt 'N dcne bF al ter1Jig the 1'1.fft ~graph 
or yo,a 4rart telegraa aa t'ollawst- ~· • 

. . 
.br.:o 

. . 
\ 

...... .._.t that ti..,. alaGllld prooeed on the basie 
J>iiepHea exeept that•- • t • • 

,. .., "' I 

( a) n.o reftrenoe ahou.14 be JDit4e to IID1' quet1aa • 
or financia1 uei■tan.oe b7 thi United lCingdCIR 
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·7 tel si-oin 996 to ca1ro-. 

l'pba. 

llay 12, 19..,5 

leaee lotorm State tie:iortment ureentiy 

that ll\J' colleacnea ao(S I l'\:(:Nt thnt oe cannot 

raoke MY rlnancial c0!llll1tr:Qtlte in :t'll'lletioo to an 

Alpha eettleoi,ot be.fore tho On1te4 Elog.1om G'-eoera 

1.eettoa. I G1!1, b°"91'eI", r.t':>ot ioeluotnnt to hol.a 

up IS1soueeione wUb fftiaor:r- anll eui:rgeet thot tbe,

ehould ,roceed oo tbe bns1o propooed, excej;)t that 

(a) oo retereace ebould be de to an:, quootioo 

(b) 

ot t1oancial ueietnuce by tho Uni~ 

KiogdOl:l unJer any eettlOt.10ot, aoct 

to the mattor o-: oOQPenaat1on tbe two 

Ambaaerulore llbould oare~ ~ ttv>t the 

tara.elia haw altla:,11 recosn!oe<'I tbeiJ' 

obl1sat1oo to pey (I) nan~'l.oa 10 tbe 

context ot .- senenl oett'?.eueotJ but tl'let 

oo 1n'11cat1on or the eun I eroel cool.a P87, 

or ot bow abo woul.'3 ro1oc that 01a:2, could 

be g1'W9D until etter the pre ... elltaUoo to 

181'1lel ot aucb prc,poeals ae nnally emerce. 

Tbia, as the i.)tate :oevartoent knowa, will 

not be unt1l after Uq 26, ainoe the 

proposal• cannot be OillCU88ed by the u. 
Cabinet till a1'ter tbe General loctioo. 



2. 1 tr.aat the u. o. Goflrnant •111 

uaaeret.aod our dU.t1culty over this on.S a-111 

agree to instruct 41". Byroaae ecc::ir'11ngly. lt 

doea oot look trom Cairo tele£1"30 ·o.60) 

lot 1187 1W ae U' this would eer1ously &tree\ 

our i)l'Oapecte or meldos proereae •1th lfaaeer, 

eince tbe tao AmbeeaaGon 10 &D7 caoe ocw 

recQlllOeod beg1oo1og witb a more l~udted approach 

then••• or1atnall.7 oootemplated. 

Ir 



I E.B . 

• TOP SECRET 

Pl an for Arab/Israel settlement 

The subject was discussed between Mr . Compton and 

Mr. O'Brien yesterday. Mr . Shillito and I were present . 

2. Mr. O' Brien was aware that the quest ion of t he sale of 

Israel Government bonds in the U. K. had been reopened, but he 

was not aware of t he context in which it had been reopened. 

Indeed he had understood that further consideration was simply 

being given t o t he request of t he Israelis to be all owed to 

sell I ndependence Bonds in this coun t ry, which ha d been 

t urned doW?}towards t he end of last year. 

3. Mr . Compton and 1.ir. Pot ter explained in general terms 

(a) the crucial importance of ~inding a settlement for t he 

Arab/Israel feud and not allowing t his sore to fest er any 

longer and (b) the plan for a settlement which was being 

devised by t he U. K. and U.S . Governments. I t was expl a ined 

that an essential f eatur e of the plan was t he payment by 

I s rael to t he Ar abs of an amount of compensation running into 

many millions. The receipt of t his amount i n the Ara b 

count ~i es would itself present big problems if grave infla 

tion was to be avoided . Howeve r the immediate point of the 

discussion was how Israel v~s to find the very large amount 

which they would have to pay . The U. s . Government would 

afford substant ial he lp to Israel by way of loan and/ or grant . 

I t was suggested t haythe U. K. Gover nment should help by way 

of a loan of £15 m. But it was essential , if the s e ttlement 

plan was to have any prospect of success, that Israel should 

find , and be seen by the Arabs to find ,a s ubs tan t ial 
(30% was proposed) 

proportion/of t he amount of compensation out of her own 

/ r esources . 



E.R . 
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-

resources . The only way in which she could conceivably do 

t his would be by suppl ementing such budgetary con t ribut ion 

as s he could make by funds raised through t hesal e of bonds to 

wor ld Jewry. The Americans ha.(a f or some time now allowed 

Israel t o s e ll her bonds in t he U. S .A. and large s ums had.a. 

been raised in this way. Howe ver t hey believed that the 

U. S .A. as a source of f unds was drying up and they were 

press ing us n ow t o per mit t he sale of bonds in t he U. K . and 

thesterli ng Commonwealth. I t was probably true t o say that 

unless the U. K. Government a llowed this, a real difficul ty i n 

t he way of Anglo- American co-opera tion over the settlement 

plan would arise . 

4. Mr . O' Brien sa id that for him this t hrew quite a 

differ ent light on t he problem. He fully appreciated the 

great importance of t he settlement plan . He was not much 

concerned about the danger of disturbance to t he market if 

I srael were all011ed to sell her bonds in this countr y . He 

doubted if there would be much sale for t hem (certainly not 

more t han £5 m. ) unless they were offered on very attractive 

ter ms . (Speaking from memory Mr. Potter sa i d t hat he thought 

Since confirmerthat t he Israeli proposal of last year was for 15 year bonds 

carrying 4%). Mr. O' Brien was however still worried about 

the reperc uss i ons, if we allowed the sale of Israel bonds, on 

our rel a tions wi t h our Commonwealth and Scandinavian friends 

whose access to t he London market was severely res tricted. 

It was mentioned that the provisional view of the Treasury 

was t hat a decis i on to allow t he sale of Israel bonds in this 

country , as an essential part of an Ar ab/Israel settlement 

plan , could be convincingly explained and justi f ied to our 

Commonweal th and f oreign friends . Mr. O' Brien appeared t o 

/be 



.E.R . 

• be not so sure of t hi s although he agreed t hat t he difficul-
1 

ties would be eased if the t erms of t he bonds were such that 

they were more akin to a charitable appeal t han an ordinary 

market i ssue , In any case he was not at present in a position 

to express any view of t he Bank in the matter. 

5, Mr. Compton explained that t he Cabinet would almost 

certainly not t ake any decision on t he set t lement pl an before 

the General El ection. However in all probability the 

necessity of taking a decision would arise at an early stage 

in the life of t he new government and the Chancellor would 

have to say urgently whether or not, as part of t he plan , he 

was prepared to allow the sale of Israel bonds in the U. K. 

He would need the advice of the Governor on this point . 
/,..:,e-

I t was in order that the
1

BS-~'P should not be sprung on the 

Governor at the last mo.,1ent t hat Mr . Compton had fel t it 

desirable toexplain the matter in ful l er detail t o Mr . O' Brien. 

C: 
13th May 1955 • 
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DRAFT 

CABINET PAPER 

{TRIS DOCU'lil;lff IS 'l'HE PROPERTY 01'' HER 
BRITAN<'UC r.tAJ • .JTY' 8 GOVERN!.tLNT) 

TOP ST;CRET 

c (55) 

(Date) 

C \Bil'fflT 

CO NO 

PAL ~STilfE S'F.TTL !F.NT 

In his llemorandum or April 6 

(0(55)96) , Bir Anthony Eden swmiarised an 

agreed . .nglo-American plan for the settlement 

or the dispute between the Arab States and 

Israel and indicated that conversations on the 

matter had taken place bet ween the United 

States Ambaaaador 1n Cairo and the ESYl)tian 

Foreign Minister. I now give my colleagues 

an account or subsequent development• • 

2. Immediately before be lef't for Bandoeng, 

the EDJ>tian Prime Minister sent a message 

through hie Foreign Minister to Her Majesty' s 

Ambasaador 1n Cairo, to aa7 that 1n sp1 te of 

many m1agi"Yi.ng8 he was ready to do bis best 

to play the part which Her Ma~esty' s Govern

ment and the United States Government w18hed 

him to play 1n restoring peace 1n the Levant . 

He suggested that the period or hie stay 1n 

BaDdoeng ahould be used b7 the two 

Governments to work out concrete proposals for 

a settlement or the Palestine a.t"t'air. Both 

he aD4 his Foreign Minister made it clear that 

their main interest 1n a settlement lay in the 

restoration or a land l1nlt between Egypt and 

the Arab ~tatea to the East . ,.-1th this 1n 

mind, they were not prepared to consider 

making peace with Israel unless abe abandoned 

the major part ot the Hegeb - a corridor 

/acroaa 



~l'O. an Israeli Negeb would not euff'ioe . 

3. The proposals BUIDJl8r1sed 1n paragraph 

7 of' Sir Anthony Eden' s Memorandum under 

reteNJnce pl"OV1ded tor the establ1Sbme.:it of' 

a sovereign Arab right of' way aaroas the 

Negeb without impairing the Israeli 

aoverei&n right of way to Elath on the Red 

Sea. The idea was that Israel should cede 

two small triangles, one to Egypt with its 

base on the Egypt-Israel frontier am one to 

Jordan with its base on the Jordan-Israel 

f'rontier, in the extreme south of' the Negeb 

a f ew Dlilea north of' Klath. The apicea of' 

the no triangles would meet at a point on the 

Israeli road f'rom Beersheba to Elath; aDd at 

this point , which might need mi.Xed or 

international supen1.s1on, a road from Egypt 

to J oMan under complete Arab oontrol eould 

pus over (or under) the road to Zlath, which 

would remain under complete Israeli control . 

4. In view of the ~gyptian ineistenoe that 

the laDd link between Egypt and Jordan must 

be something more than a corridor, Her 

Majesty' s Ambassador in Cairo and his United 

States colleague expresaed the view that the 

arransement described above would not be 

acceptable to Colonel Kaeser. The two 

Ambaeaaclo-rs proposed a number of' a1ternat1-,e 

aolutiOJLB ranging from joint Arab-Israel 

admin1atrat1on of' the entire Negeb to the 

creation of' an autoDamoue Arab territory 

11.Dder Western guarantees. Considering the 

l.Jlportanoe ot tbia point, :turther diacuaaions 

rere arranged between the Foreign Ottioe 

/am 



• and the State Department to review t.b.e proposa~, 

tor the Negeb. 

5. In these diecussiona it was concluded that 

the Israelis would never surrender the whole 

Negeb or the greater part of it ae the Egyptians 

desired. They are deeply attached to this 

territory, which baa for them a religious 

asaitftcance, ensures their access to the Red Sea 

and allo~s them to taste the freedom of an area 

in •hich they can be out of sight 0£ an hostile 

trontier . On the other hand, there is little 

doubt that the Egyptians will not accept a 

settlement which leaves the whole of the Uegeb 

in Israeli hands . The only means of reconciling 

the incompatible interests of both parties 1s 

by the principle underlying the proposal 

described in parap,raph 3 a aovo, that is the 

principle of a point at the junction of two 

triangles where the aovereignty appertains to 

both or neither. 

6. It is proposed, therotorc, that in their 

further discuaeions with Colonel Nasser on h1a 

return from Bandoeng, Her Majesty' s Ambassador 

8.D4 the United s tates Ambassador in Cairo should 

attempt to seoure hie agreement to the principle 

or the double triangle as meeting hie dea1re tor 

a land connexion with Jordan. I:f Nasser show• 

interest in the principle and asks for an 

example or its application, the ,imbassadore 

would then explain the proposal, desoribed 1n 

paragraph 3 above, ot a double triangle in the 

extreme south ot the Negeb, coupled with 

trauit righte across the northern Negeb between 

Egypt and Jordan. If they tind that thilll 

evlution is unacceptable to Baaaer on account ot 

/the 



the aA11nees of the territory ceded, it may be 

necessary to suggest t hat the double triangle 

principle might be applied to l ink both Egypt 

and the Gasa Strip to Jordan. Thie could be 

done by using the 1947 partition line eouth-east 

ot Gaza 8Dd building upon it a triangle pointing 

eastwards to link up at the Israeli road from 

Beersheba to Elath with the apex of a second 

triangle Whose base would be on the Israel-

Jordan frontier opposite Shobek. Thia would 

involve a fairly large oeseion of territory by 

larael in the Negeb and might , therefore, tempt 

Baaser, ainoe be would be bet ter able to defend 

a aet tlement of this kind to the other ;-..rab 

Statea. It also haa the merit , in •-rab eyes , 

ar being baaed on the partition or the Negeb 

rec011111en4e4 in the United Nations Resolution of 

1947; 8Dd it would ease the presaure of the 

re1'u.geea in the Gaza Strip by giving t hem an 

opportunl ty to disperse eastwards . But it would 

lean Iarael in control ar all the cultivable 

land and all known mineral deposits in the 

lforthel'n Ifegeb, aa well as a sovereign right of 

way to Elath. 

7. It would, however, be very dift'icult to 

induce the Israeli s to accept this alternative 

propoaal; and only 11" it seemed that Nasser's 

cooperation could be aecu.red on this basis and 

on DO other ahould we coneider putting the 

propoaal to him .. It' we did so, we ahould 

reduce the territorial oonoesaicma expected ot 

Israel l a other areaa. It ahould be added that 

the Oonrnment ar Ierael ban taken the position, 

1n a formal oo!lll'IIUD1cation to the United. Kingdom 

and lba1te4 atatH Qonl'DIDltnta, that they are not 

/willing 



• 
willing to 8Ul•renaer arr:, t crx-i. ~7 aa all , though 

they do not rule out "minor and mutual" 

adJuutmente ot 1'ront1era ae part at a general. 

settlement . Thia uncompr6mio1ng attitude m,q 

well peraiat during the pre-election period in 

Israel, and tho timillS o~ our epproacl1 rill have 

to be c'U'efully Judged in relation to this . 

8 . itY colleagues mll ,rieh to know aa r.mab 

aa :poaeil1le about the :f'1nanc1al l:apli.::ations and 

practical d1tt1culties ~ a settlement~ the 

kind proposed. A number or f1nan.c1al points 

arise in con.ne~ion with the proposed 

ooi::;,ennation to cc paid by Iorael to rab 

retuseea . These points, whiob since the dato 

ot' uir A. Eden's memorandut1 u.ndor reforence have 

been the subject of detailed diecusaion betffcen 

the Foreisn Office and the Treasury and 

subsequently with the 

'below:-

rieane, ore aet out 

(a) The total i"igure of £100 million hne 1n 

itself no vervy rirm basis and it 1e 

impossible to say at this stage that lt 

will in fact be acoeptable to both 

partiee . '.l'he be will m tl.U'ally 

waut more, but -,,e can rely on the 

Iarael1B to demand that the amount 

anou.14 be less. It is the firm 

intention or both parties to the pre•erx 

AJlglo-,II!lerican d1sauas1ona tbst £100 

million should be the r.uuc1m1.lll!, but 

great akill in negotiation will be 

required to hold the u.ount to that 

:figure. 

('b) It ts the intention that at least £30 

million ebould be prortded by the 

lerael1 Goverument, eltber :from their 

/own 



• own resources or b7 themaelTes 

raising the money elsewhere . ot 

the balance ot ~70 million it bas been 

suggested that £50 r,dllion should be 

made available to Israel by gift or 

loan f'rom the UJ1ited States Government, 

£15 million by loan :t"rom Her l.!ajcoty' a 

Government , and porhape £5 ndllion 

from the French and other Gove1•.nmenta . 

The question or a United Ki ~"dcm loan 

ot the amount suggested bas yet to be 

decided; but in any case it 1e 

important that we should not, in 

addition to promising a contribution 

towards the balance of £70 million, 

set ourselves into the position o~ 

underwriting in a.n.y way the sum to 

be provided by the Israeli Government . 

Our otter should be presented in such 

a way that we az•e not o~itted to 

contribute more than £ 15 udllion; 

the balance, after taking account ot 

the ,uner1can and other contributions , 

to be found by the Israeli Government 

ae beat t hey can. 

(c) It would be impossible tor the Israeli 

Government suocessfully to float a 

loan on the London market . It bas 

been suggested that ~e might be able 

to modify our existing policy as 

regards acceea by foreign Gover?llllenta 

to borrowing in this country, to the 

extent o~ allowing the sale o~ Israel 

GoTernment bonds here . IIowev•• the 

/queation 



• question ot such sale presents 

serious d1:f:fioultiea . 

(d) There ffould be grave danger of serious 

1n1'lation in the Arab countries 

concerned if a sum of the size ot 

£100 million were disbursed there in 

uncontrolled fashion, even over a 

period. The distribution of large 

numbers of relatively small sums to 

uneducated 1ndiv1duale, not used to 

handling money, could easily load to 

the ultimate benefic1ar1es being thieves, 

cheats and speculators. The price of 

lend and other forms of invest ment could 

rise to astronomical figures, leaving the 

original recipients of the benefits with 

a rankling sense of grievance that they 

had received no real compensation for 

what they had lost . Possible ways of 

controlling the disbursement are being 

examined in consultation with the 

Americana. The Arab Governments 

concerned will have to be brought into 

consultation in due course . 

( e) The aHeaement of the in41 rldual amounts 

of compensation in such a way as broadly 

to satisfy the claimants and lead to an 

effective lessening of tension in the 

area, are matters of extreme difficulty. 

Possible method■ ax-e under examination 

but it is clear that we must firmly 

insist on. the Arab Governments taking 

tull reeponaibil1ty for the resul.ts ot 

whatever system 18 enntually decided 

Upon, end for meeting the complaints of 

/the 



e the individual claimants who f'eel 

themselves aggrieved. 

(1") Apart i"ro.m the claims o1" individual 

l'ef'ugeea to lost property there are 

a number o1" inte!'-governmental and 

intermunicipal claims which will no 

doubt be put f'onard on both sides 

during the course of negotia.tions . 

It la the intention that these should 

be regarded as cancelling each other 

out, but no doubt there will be hard 

bargaining which might, tJn.1:e&a we are 

yery caret'ul , alter the whole picture 

oonaiderabl:,. 

(g) U. N. R. W.A. will have a large part to 

play 1n distributing the compensation 

and seeing that it is use4 to the best 

advantage 1n resettling the ret'ugeea. 

Thia will mean that the organisation 

will han to continue to exist f'or at 

leaat ten years, whereas its present 

agNe4 lease o1" lii"e la f'or another 

f'ive yeare. ,.e know f'ram the fact o1" 

American part1.c1pation in the 

propoeala f'or a aettlement that the 

United States Government, who 

contribute some 70'%, o1" U. N. R. ¥.A. 1'Unda, 

would be prepared to continue their 

support o1" U. N. W. R. A. f'or the required 

period; and n are conf'1dent that the 

other contributors would be disposed to 

do ao in the oontezt 01" a general 

aettlement. The question ot the coat 

to U. N. R •• A. o1" the t'Unctione it will 

undertake in connezion with the 

/ oOJDpenaation 

\ 
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If it is decided, after the current discussions 

with Colonel Nasser, to pr oceed towards a 
4.:..:4.j,4-

settlement on the lines proposed, a~thority 
s 4,~4't'LL L &a-~•«-d-
WQlol.la se rne~~irtd f ; the following commitments 

.:. 

which would, so far as can be s een:.a t present, 

represent the limits of H. L.G.'s financial 

liabilities -



• 
o012lpenaat1aa requires further 

examination • 

All theae po1ata i-oquil'e IUld are i-eoe1Yina 

tul"thfl' urpnt exaintnation. S.17 effort will 

be made to de·dee aat1at'aotoJ."7 aoluttone on them 

bef'ore any f'ina.no1al cOllmlitmenta are made or Sn¥ 

action taken Which might 1mp17 auch aonnltme.nta . 

In the meantime B. 11. Ambaeuador w:ad tho Un1te4 

Btatea fJlba■aa4or 1n cabo have been tnatl'lloted to 

aYOid 1a the17 oul'l'tlnt talks with Colonel aaeer 

all cllaouaa1on of tbe tinan.ot.ng ot J.arael ' a 

oompenaation to the AN'b i-etupee. Thua H. ll . G. 

oannot be ocmnittecl to an::, t1nano1a1 oo tribution 

bet'ore the propoeala are dieouaaed nth Israel 

wh1oh will be the next atep U' the t~• wlth 

11aaeer are euooosarulJ and a1nce any proposal• 

tor a Nttlement are liable to become public soon 

arter they a1>e proacnted to the Ierael1e, 

Mr. Dullea ha■ agreed with mo that no approach 

ahoul4 be made 1n Tel A Yi T bet'oro the en4 ot Rt11". 

Thia dolay will enable a 4eo1e1oa by the Cabtmt 

oa the ttnanoial 1c;,ltoat10M of tho plan to be 

4etened until &rtei- the Oenoral ,leot1ona. 

10. [u H te •eeto.eA, atw~ 

d1ecniae1ou with Colo.ne~to prooeed 

tonrda a eetUemen!,,-04 tho llnoa prop~, 

Her llajea~vnment' • r1nanoial L1ab111tlea 

:2.aa tu •• can be aeen. at preaent, be /i 
~ tct1J /l 

(a) a loan to Iarael ~ the ordei- or 
£15 m1111ons 

(b) the provielon ~ rao111t1ea toi- the 

ule ot lerael Government bow!e 1n 

the UA1te4 Jti~OIA. 

However, l t'eel '&bat rq coll•aau•• ehoul4 be 

aware that tbore *" bound ,o remain ttnano1el 

/u4 



• and other uncertainties about the scheme which 

can only be cleared up finally in the course of 

negotiations with Iarael and the Arab States . 

I do not overlook the probability that the 

parties to the dispute, and particul.arly 

Jordan, will seek to make the u.s. Government 

and ourselves pay tor their cooperation in 

terms ot increased t1nanoial aaaiatance. As 

far aa H. i:. o . are concerned, we shall x•esist 

any- pressure or this kind . 
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TOP 

MR . 

Since you l ast saw these papers, the Foreign Secretary 

replied to the Chancellor on 6th May; the Chancellor wrote 

again to the Foreign Secretary on 7t h May; t here has been a 

further reply from the Foreign Secretary (which I have not yet 

seen) ; and I understand that the Chancellor has written again 

to t he Foreign Secretary on the lines of the draft attached to 

Mr. Dr ake ' s minute of 12th May. The Fore i gn Office have since 

telegraphed Washington. 

2, As I mentioned to you, Mr . Compton, Mr . Shi llito and I 

had a discussion with Mr, O' Brien yesterday evening . See my 

note of t he discussion. 

3 , At a mee ting between Mr . Drake and myself and Mr , Ar thur 

(Foreign Office) this morning Mr . Drake and I discussed the 

draft of the furthe r Cabinet paper which the Fore i gn Office 

wish t o submit to the Forei gn Secretary, and we agreed to it , 

subject to certain amendments and subject a l so to clearance 

a t higher level in the Treasury. A copy of the amended draft 

is attached. 

4, The paragraphs of t he draft which concern the Treasury 

are nos , 8 to 10, Paragraph 8 reproduces what had been 

suggest ed by t he Treasury themselves , after clearance with the 

Cb.ancellor . As r egards paragraph 10 Mr. Shilli to has 

suggested t he inclusion o:f the following words a t t he end of 

fe,~',f,t,,'/• clause (b) -

,MP~A~ " (this i s on t he assumption that the difficulties 

~j '- 1fjd referred t o in paragr aph ?( c) above can be overcome)" -
11" ;,.,_,./ .rr# 
~ d.-' ,_. /Subject 
J, -~-'(] 
t q • } irt''/4•/' 



Subject to this a ddition, I t hink we can now, as O.F., agree 

to the draft paper . 

5. As I also mentioned to you, Mr . Lrake and I impresse d 

on Mr. Arthur t hat we saw lit tle hope of c learing the question 

of t he sale of Israel bonds in the U.K. unless we could put 

the whole aatte r in sufficient detail t o the Bank of E~land . 

We made it clear t hat if this were done , t he Bank would almost 

certainly ask to be associated wi t h further discussion of the 

financial aspects of t he plan generally (which v,e ourselves 

would welco,r,e ) . Mr . Arthur undertook to try and secure 

F.O. agreement to the requisite letter being sent to the Bank 

without delay at the appropriate Treasury/Bank level. 

~ 
(A . K . Potter) 

.!hl.tLMay 195,'h 
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TOP SECRET 

• FROM FOREIGN OFF'ICE TO WASHINGTON 

Cypher /OTP DEPjR'TI1'.EN'Il\.L DISTRIEUTION 

No. 2337 D. 2.35 p.m. May 15, 1955 
Mny 15, 1955 

IMMEDIATE 
TOP SEGRE'.!.' 

Addressed to Wnshington_J~l~.!"1m No. V37 of N~J...2.... 
Repented for infomo.tion to Co.iro [Priority] . 

My telegram No. 996 t o Cniro. 

Alphu. 

Pleo.se inform State Department urgently tlin t 1ty colleagues 
and I r egret thnt we cannot make nn~r finr.nr;inl cornmi trnents in 
relntic,n to o.n Alphn settlement ber or e t he United Kingdom General 
Election. I c..rn , hDwever, m0st r eluctr.nt to hold up discussi ons 
with Nusser nnd suggest that they should proceed on the bnsis 
proposed, except thnt : 

(a ) No reference should be :made to nny 
g_Uf'lstion of fin~1nci11.l o.ssist,mc~ "by the 
United Kingdom under nny se·i;tlernent, and 

(b) in the ma. tter of compensc, tfon the two 
Ambassadors should mer ely cny thnt the Isro.elis 
have nlvmys r !,cognised their oblignt~.on to po.y 
compensation in the context cf a genernl settlement; 
but thnt no indicati on of the su,-n Isro.el could pny, 
or of how she vrould r fli se tho.t sum , C'•uld be given 
until after t he presento.tion t o Isrnel of such 
-;,:>roposals c.s finr.lly e:.ier ge . 'l'.his, as the State 
Depc,rtment know, will not be until afte:c Mfly 26, 
since the proposals cannot be discussed by the 
United Kingdom Cnbinet till after the General 
Election. 

2. I trust the United Stutes Government will understand 
our difficulty over this and will agr ee to instruct Mr. Byri:iude 
nccnrdingly. I do not think that this would seriously affect 
our prospects of muking progress with Nasser, since his interests 
seem to lie primnrily in the t erri torio.l ns L;ects of o. settlement. 
DISTRIBUTED TO: 
Levant Department 
African Department 
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MR. POTTER 

Alpha 

Col.Russel Edmunds brought me the attached 
for our c omments. I have ma de one or two, but 
the whole thing seems to me to go int o mor e detail 
than we had intended. However, if t he F.Q. are 
prepared to put i t f orward, disclosing so much 
of our thinking , I suppose we need not object. 

\ 
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FOREIGN OFFICE, s. W.1. 

May 17, 1955. 

~£div~ 

We discussed recently the deo1a1on , taken at the 
meeti ng t n Arthur' s room on April 27, to seek the 
Tiewe of Milner and othera .on certain :f'inancial and 
eoonom1o aspects of a possible aettlament between 
Israel and the Arab States. 

I now enclose two copies of a draft letter to 
Jftl ner and the two Amer1oane which we ahOuld be 
sretetul if' you would cleni- so that 1 t can be PUt 
to Washington. 

We are drafting also a simple letter to 
Sir John Sterndale Bennett (copy OraWford) which 
would aak him to arrange for Crawford to sound 
Laboul sae ve17 tent at 1vely about UNBWA ' a rftle 
without bringing him into OU.l!' counsels. 

Colonel w. Russell Ethmds, o.B. B., T.D., 
!reefftlJ7 • 
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TOP SECRET 

COLONr_;t, RUSS~L EDIWNDS 

Ir. Simpson's letter ot 17th May and its enclosure. 

2. I nave the following comments and suggest ions on tbs draft 

let t er t o Messrs , Milner, Bensky and Dale. 

Faragraph 3. Delete trom the latter part ot t he 

third sent ence to the end of the paragraph and substitute -

"·· ·· t he re11181ning 70 per cent being provided by 

foreign Governments 1n the form of' loans to !srael. 

The principle would be that Israel was fully 

responsible for the whole £100 m. and t hat she 

accepted responsibility for t he service and 

repayment of all loans, vihet her msde by world .,/Ary 

or foreign Governments. Consideration is being given 

to the quest ion whether, in order t o obtain t be 

IIIBXimum assistance from world .;_.y, which might have 

to provide say 20 per cent ot the £100 m., Israel 

:!'Qw be permitted to raise t'unde by t he sale ot 

bonds 1n the U. K. and other parts of the sterling 

Coanonwealth." 

Paragrspb 4. li'rom t he first sentence delete the words "On 

the other hand". 

In the las t sent ence, f'or t he word "would", 

subati tute the word "might". 

Paragraph 6. The diviaion ot claimant s into thre? broad 

groups ia arbitrary. Tile wording of t he paragraph should 

be amended accordingly. 

Paragraph 7. Use of t he ve~b " t o stake" looks odd to me, 

but maybe I am merely ignorant. 

Paragraph 9. The t1gure 1n t be last sentence ahould be 

£30 m. 1n order to square with the t1gures ot £10 m. and 

£ 60 m. mentioned in paragraph 11. 



5 

Table. The column headed'bount due" should be headed 

''Amount claimed (tentative guess )" (cf'. second sentence 

in paragraph 5 of letter). The value ot Dl8sha' l and 

should somehow be included 1n the colwnn. 

The CoDlll,ent about Category (e) is misleading and 

should be omitted. 

Another column might be added as tollows -

Com~ensotion allocated 
( entative guess) 

a) 

b) 

c ) 

d) 

e ) 

£ million 

10 

• of which say £60 m. might be paid 
in ceah and £30 invested. 

3. We might perhaps discuss these oomments and auggeet1ona, 

and any other s which I .P. may have, befor e giving the Poreign 

Of'f'1oe f'1ns l comments and suggestions from t he Treasury as a 

whole . 

(A. K. POTTER) 

21st l4BY 1955 



FOREIGN OFFICE, s.w.1. 

TOP SECRET & PERSONAL 
June 2, 1955. 

During our discussions on a poss ible 
settlement of the Palestine af fai r you told us 
that the Treasury felt that the Bank of England 
must soon be c onsul ted on the que s tion of the 
sale of Israel Gov ernment bonds in the United 
Kingdom and sterling Commonwealth; and you 
suggested t ha t t he Foreign Office should draf't a 
suitab le letter which a seni or Treasury orricial 
could send t o the Governor or Chief Cashier of 
t he Bank. 

We suggest t hat the letter might be based 
on the enclosed draft. 

A.K. Potter, Esq.,C.B.E., 
Treasury, 

s.w.1. 

(G.G. Arthur). 

: ,- r I , • 
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GOA 

TOP SECRET 

---;'e . 

/ > ,. / -~ ' , ,,. • 

The conflict between the Arab states 

and.- Israe 1 is most damaging t o our policies i n 
~ - ~ 

the Middle East and to our political and 
:;-4 ~ .,, .,, 

commercial interests :in the area. Fear and 

hatred of lisrael blind the Arabs to the 

Soviet threat and inhibit their willing 

co-operation with t he West. So long as we are 

;( ' ~aced with their resentment at the creat ion of 
-t. 

I srael and their humiliation at their def eat 
...... {1" ~ 

in the f ighting of 1948, we &hall not 1:e able 

to-rely on the stability of their attitude 

t owards t he Western world. 

The I sraelis, seeing the balance of 

power and influence in the Middle East moving 

s t eadily against them, and faced with the 

imp¼aeab±e hostility of the Arab states , a re 

tempted to adopt reckless courses before it 

is t oo late . Their gr owing aggressiveness 

could easily lead to a renewal of f i ghting, in 

which H. M. Government would probably be 

involved and which might end in the lose of 

many of our valuable assets in the Arab world. 

Far f rom e asing the ai tuat ion, as we 

once hoped, the passage of time makes it more 

dangerous and meve intract able . It was in the 
,-e ..,,, . 

conviction that i.t muct be stabilized quickly 

that Sir Anthony Eden suggested to Mr . Dulles 
✓✓ .:L.-:> 

las t autumn t hat Ol:H' -t-we Governments should 

·ur gently examine the possibility of bringing 

about a settlement. Mr. Dulles agreed; and 
_-1 ..... 

detailed proposal~ f or a poeeible settlement 
~ ....... . 

have been worked out b y the F .O. and the 

State Department . 

I 
It is hoped that 

/cU-seuasions 



d-i-e-e-tt&S-i-orurwit'h- t-he--pe-pt--ies will be -ope-ned 

There can be no settlement of the 

Pal estine af fair unless Israel pays 

compensation for the abandoned property of the 

Arab refugees . I t is not possible t o say i n 

advance exactly what sum would be arrived a t 

dur ing the course of negotiations; but it is 

thought, ai't er con&iderat ion of all Israeli 

counter- claims, that the payment of about 

£1 00 mill i on will be necessary. Much of thi s 

sum will have t o be provided from loans by 

H. M.Government and t he u.s. Government , but 

the Israel is will have to raise some of i t from 

their own resour ces and from world Jewry, 

partly t o reduce the burden on the Western 

Gov ernment s and pa r t ly t o show the Arabs that 

the Jews have made some sacrifice . 

No decision has yet been t aken on 

the quest ion of a loan by H. M. Government. But 

if it i s agr eed that we should contribute, as 

part of a gener al settlement , to the sum which 

I srael will have to pay , it is the intention 

that H. M.Government ' s l oan should be limited 

t o £15 mi llion, on the under standing that the 

U. S. Government wi l l pr ovide £50 million. 

Assuming t he total t o be £100 million and 

al l owi ng £5 million for loans f rom other 

Governments, the I s raelis would have to raise 

£30 mil lion f rom their own resour ces and f r om 

world J ewry. The Foreign Office have suggest ec 

that they should be all owed to seek about 

£15 million of this, over ten years, by the 

sal e of Israel Government b onds in the United 

/Kingdom 
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Kingdom and sterling Commonwealth. 

As you know, we have hitherto refused 

permission for the Israel Government t o raise 

funds in the United Kingdom . But in view of our 

interest in a settlement of their dispute with 

t he Arab States, we should find it di ff icult to 

maintain our attitude if we could make some 

· progress towards a general settlement such as 

we have in mi nd. We could hardly propose t o 

the Israel Government that they should raise 

money from world Jewry and t hen put obstacles 

in the way of their doing so in the United 

Kingdom. Nor woul d the Americans, who are our 

partners in this venture and who place no 

restrictions on the raising of large sums in 

the United States, understand our refusal to 

permit the sale of b onds here in the context of 

a general Palestine settl ement. 

As we need t o take a decision on this 

very soon, I should be grateful for your views . 

You will readily under stand the 

extreme secrecy of this matter: i f either side 

suspected in advance that we were di s cussing 

proposals for a settlement our hopes (and t hese 

are in any case not ver y high) of a successful 

outcome to any negotiations we may enter on 

would be dashed. I hope , therefore , that you 

will be able t o res trict the circul a tion of this 

letter f or the present strictly to those who 

need t o know. 



Plan for Arab/Israel settlement 

A suggested draft le tter for Sir Lesl ie Rowan to aend 

'X' below to the Governor of the Bank of England is submitted below. 

The draft has been c l eared with Mr . Shillito. 

2 . Sir Leslie Rowan last saw this case on 29th April (his 

' A' in minutes dated 27th and 29th April). He will like to gl ance 
folder below 

' B' ibid 

' C' II 

' D' II 

'E' II 

' F ' II 

' G' II 

'H' II 

'Y' below 

at the f ollowing papers -

(i) Chancellor ' s letter dated 4th !Aay to the Foreign 

Secre tary 

(ii) the Forei gn Secretary's r eply dated 6th May 

(iii) t he Chancellor ' s further letter dated 7th May 

( iv) t he Foreign Secretary's reply dated 11th May 

( v) the Chancell or ' s further letter aa tea 13th May 

(vi) my note dated 13th May of a discussion which 

Mr . Compton , Mr . Shillito and I had with Mr . O' Brien 

(vii) Fore ign Office telegram No. 2337 dated 15th May to 

Washington (repeated to Ca iro) . 

3. Si r Leslie Rowan will like to know t hat Sir Alexander 

Johnston held a meeting yesterda y which was attended by you, 

Mr . Shill ito, Colonel Russell Edmunds and myself to consider 

the draft Cabinet paper which, we understand, will be put in 

by t he Fore ign Secretary for consideration by his colleagues 

in the week beginning 13th June . The paper asks for authority 

to undertake , as part of the proposed Ar ab/Israel settlement , 

the following commitments -

(a) a loan to Israel of t he order of £15 m. 

(b) t he provis ion of facilit ies for t he sale of Israel 

Government bonds in t he United Kingdom. 

/It 



'E.R. • 
It was decided at Sir Alexander Johns ton's meeting t hat we 

should recom.,1end the Chancellor to put in a separate paper 

dealing fully with all the financial implications of t he 

proposed settlement . This paper is now being drafted. 

\ 

4. As you know , I have been pressing the Foreign Office to 

allow us to write a letter to the Bank of England to get their 

considered views about the two commitments referred to in 

paragraph 3 above. The Foreign Office have only just g iven 

me clearance on this point . Hence the draft letter to the 

Governor of the Bank of England below. 

5. The other development which I should mention is t hat we 

have drafted a letter to Mr . Milner at Cairo seeking his advice 

on the various financial problems raised by t his plan for 

an Arab/Israel settl emen t , and particularly on the danger of 

inflation in the Arab sta tes from payment of £100 m. by Israel . 

The terms of the draft are now being cleared with the State 

Department so that they may simultaneously send an identical 

letter to the two u.s . Treasury Representatives in the Middle 

East . 

(A . K. POTTER) 

4th June 1955 
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• TO P SECRET 

tf' (lcht{ 
DRAFT LETTER from Sl.1;1 Lesl:i,e Rowan- to 

Governor of Bank of' England 

Plan f or Arab/Israel settlement 

The problem presented by the conflict between 

the Arab States and Israel and t he plan which was 

being prepared by the Foreign Off'ice with the 

object and hope of resolving this conflict, were 
R~ 

men tioned to you by me in Apri l in connection 

with two proposals included in the plan, viz . 

(a) that H.M. G. should make Israel a loan 

of £15 m. 

( b) that f'acilit i es should be provided for 

the sale of' Israel Government bonds in the 

u U. K . 
N~,LJ\., L.M,...., 

I ttRdeps:t~El t hat the Foreign Secretary will 

shortly be asking his colleagues to give t heir 

general blessing to t he plan and in particular to 

authorize him to i ncur the commitments referred to 

at (a) and (b) above . 

2 . As regards t he background to all this I 

think t he Foreign Office position can be stated 

as follows . 

\\ , The Arab/I srael conflict is most damaging 

to the policies and the political and commercial 

interests of the U. K. in the Mi ddle East . Fear and 

/hatred 



~ 

E.R . 

• hatred of Israel blind t he Arabs to t he Soviet 

threat and inhibit their willing co-operation with 

t he West. So long as they harbour r esentment at the 

creation of Israel and feel humiliat ion at their 

defeat in the fighting of 1948 , there can be no 

reliance on the stab ility of their attitude towards 

the Western world. 

The I s raelis, seeing the balance of power and 

influence in the Middle East moving steadily aga inst 

them, an d faced with t he iffii)laeaele hostility of 

t he Arab states, are tempted to adopt reckless 

courses before it is too late . Their growing 

aggressiveness coul d easi ly lea d to a renewal of 

fighting, in which M. M. Government would probably 

be involved and which mi ght end in t he loss of many 

of our v~ble assets in the Ar ab world . 

Far from easing the situatioh, as was once 

hoped , the passage of t ime makes it more dangerous 

an d intractable . I t was i n t he conviction that t he 

situation must be sta bilized quickl y that 

Sir Anthony Eden suggested t o Mr. Dulles l as t 

autumn that the U.S . and U. K. Governments should 

urgently examine the possibility of bringing a bout 

a sett l ement . Mr. Dulles agreed ; and a p l an for a 

possible se~ement~~cordingly been worked 

out by the ~~ collabor ation with the State 

Department . 

3. On the financial side t he plan env isages 

payment of a net sum of £100 m. by Israel to the 

Arabs over a period of about ten years . The 

receipt of a sum of this size in t he Arap~ co;i1-J;ies ~~----~ 
will itself pr esent big problems if ~ inflation 

is to be avoided and the fullest cons ideration will 
I /have 



E.R . 

• have to be given to this a s:i;:ect of the p l an. 
(( 

However the first question is~ow is Israel to f ind n ~ 
£100 m? The p l an envisages that at l east £30 m. 

should be provide d by the Israel Government , either 

from their own r esour ces or by themselves raising 

the money elsewhere . Of the ba lance of £70 m. it 

is proposed t hat £50 m. should be made availabl e 

t o Israel by gift or loan from the U. S . Government , 

£ 15 m. by loan from H. M.G. and perhaps £5 m. from 

the Frenc h and other Governments . 

4. It is regarded as essential, if t he plan is to 

have any prospect of success that Israel should 

find, and be seen by t he Arabs to find, a 

substantial part of t he £100 m. from her own 

r esources . The only way in which she can conceivaSly 

do this is felt t o be by supp lementing such 
.d-.. ~,~./ ~,,,,._ 

s~egstary contributions a s / she can make , with funds 
I 

r a is e d through the sale of bonds to world Jewry. 

The Americans consider that the U. S .A. a s a source 

of such funds is drying up an d they are pressing 
I 

us to permit t he sa l e of I srael Government bonds 

i h t he U. K. and the sterling Commonwealth. The 
.&.· 4-..• i.'-";,t&c..<,. 

Foreign Office be lieve that unless )1 ,M.~ i,oFmi'ti 

~ , areal diff icult y in t he way of Anglo

American co- opera tion over the set t l ement pl an 

will arise . / 5. It 
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• 5. It i s of course uncertain to what extent 

Israel Government bonds could in fact be sol d in 

this country except on ar t ificially attractive 

terms . Tentatively the idea is that the maximum 

which I srael could contribute from internal sources 

would be £ 10 m. and t hat about £20 m. would therefore 

have to be raised from the sale of bonds to worl d 

Jewry, of which the major part , say £15 m., would 

have to come from Jews in the U. K. and sterling 

Commonv,ealth if' in fact J ewi sh sources in the U.S .A. 

are drying up . 

6. The proposals both for the U.K. Government loan 

of £15 m. and for the s a l e of' Israel Government bonds 

in the U. K. af'f'ect our capital position and involve 

a load on our economy. As regards this aspect , 

however, i t has to be bor ne in mind t hat a s the 

payment of' the £100 m. by Israel to t he Arabs may be 

spread over as long as ten years , it should be 

possible to spread t he disbursement of' the U. K. 

Government loan over a number of' years . 

7. Apart f'rom t he possibilities of danger of 

disturbance to the market if' t he I srael Government 

i s per mitted to sell its bon ds in this country, 

t he ma in danger lies in repercussions on our 

relations with our sterling Commonwealth and 

Scandinavian friends . The difficulty here would 

perhaps be eased if t he terms of t he bonds were 

such that they were more aki n to a charitable appeal 

than a n ordinary market issue . 

8 . In case the sale of bonds in this country and 

in some other countries of' the sterling Commonwealth 

is permitted, it will be necessary to consider how 

/to 
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• 
to limit the total amount which Israel can draw in 

this way. In connet)Cn withc(t~ \~~ r~"'-., 
be useful to have ~ viewsJ._on the recent decision 

of the Irish Republic to allow the sale of Israel 

bonds and on the extent to which residents of the 

U. K. and other sterling Commonwealth countries can, 

if they so wish , invest in the bonds on sale in Ew 

9 . We shall have to brief the Chancellor on all 

this immediately he returns to London on 13th June . 

We ourselves are now considering the problems 

referred to in paragraphs 6 , 7 and 8 above. I shall 

be most grateful if we may have your considered 

views as soon as possible . 

J 
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I"ii:EDIATE 

MR . 'N . ARflSTR'"'NG 

We ca~not or course anticipate the present exercise on capital 

commitments except in the most general terms - and even that is no 

more than a vague impression. I would sug~est the rollowing ror 

paragr aph 4:-

"So rar rrom achieving the overall surplus or £3"0 million on 

Current Account in our balance or payments which we have said that 

we need over the average or the years to meet our obligations ror 

the deve l opment or the sterling area and to maintain our position 

in t he world , it l ooks as though we may rail to secure any surplus 

a t all i n the present year . It will take very considerable errorts 

t o restore the posi t ion . Looking ahead , there is no particular 

reason to suppose things will become easier ror us , and thereare 

many directions i n which new burdens and obligati ons must be 

accepted . Foremost among these is the £8n millirrn '3. year which is 

the estimated cost or maintaining our Forces in Germany . Although 

the rinancial assistance to Israel now in question is a relatively 

small sum, Israel is a relatively small country, and the various 

small s ums whi ch we a r e asked to provide ror our own small colonies 

and in other directions add up in total to an important item. 

(E. C. R. Kahn) 
6th J une 1955 
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C (55) 

June, 1955 
CABINET 

P/J..ESTINE SETTLEMitiT 

Memorandum by the Chancellor of the Exchequer 

I f ully reali!le the impori.anoe and the advantages of a settlement ~ 

the Palestine question and I accept that we will need to make a f'inanoial 

oontri bution towards a settlement in oonjunotion with the U. S. Government. }(1 

colleagues will no doubi. wish to know as much as possible of i.he financial 

implioatione and praotical difficulties of settlement on the baais proposed 1n 

0(55)96. In the first plaoe?:lt is clear that our very desire to br ing about a 

settlement will plaoe a powerful 11eapon in the hands of the Arab countries whioh 

they will no doubt seek to uae to extract from ourselves and from t he u. s. 

GoverDMnt the rna.rlmum possible financial assistance 1n other di reotiona. M 

f;u as the U. K. is cono:..rned, this is particularly true of Jorilan , w which ft 

are already giving assistance for tile ttab Legion and for developnent totalling 

about £11 milli on a year. Ii. is not possible to assess this daD.ger in 

financi al terlllS , b11t everything possible mwi. clearly be done to guard againat 

it in the course of nego"tiationa. X 
2. In the second"plaoe, a number of financial points arise in oonn11ati on 

with the proposed compensation to be paid b;r Israel to Arab refugees. 1'hese 

points, which have since the date of the pr evioua Cabinet paper been the subject 

of detailed dillowssion between the Foreign Office and the Treasury and 

suba,equend,y with "Che .Americans, are sei. out bel ow. 

(a) The total figure of £100 million baa in itself no very firm baais 

and it is impossible t o say a t thia stage that it will in tao/: 

be acceptable to both parties. '!'he Arabs will na.tura ll,y want 

more, b11t • oan rely on the Israelis to demand that the B111ount 

should be le■-• It is the firm. intention of both parties t o 

t he preaent Anglo-Amerioan diacwisiona that £100 million ahould 

be tm maxim1111, b11t grea t ald.11 in negotia t i on will be reqllired 

to hold the amount to that ti.gun. 

-1-
/ (11) 
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(b) I1i 1a the intention that at lea.at £30 million ahould be pro'rided by the 

Iaraeli G<rternmant, either from their own reaouroea or by themselves 

II 

raising the money e l sewhere. Of the balanoe of £70 milli on it baa 

been sugnested that £50 million should be made available to Israel b,y 

gift or loan f1'0m the U. • Government, .£15 million by loan fran H.M. 

Government, end perhaps £5 million by gift or l oan f r om the French and 

other Governments. The question of a U.K. l oan of the 8l40unt 

suggeatea baa yet to be decidedJ but in ~ case 1 t ii important that 

we should not, in addition to promising a contribution towards the 

balance of £70 million, get ourselves into the position of in any way 

underW1'i ting the a1.m to be provided b,y the Israeli Government. Our 

offer should be presented in suoh a vray th.'\t we are not committed t o 

contribute more than £15 million; the balance after t aking acootnt ot 

the American ond other contributions, to be found b,y the Israeli 

Goveniment as best they oan. 

(o) It would be impossible for ,;he Israeli Government aucoessfully to n03.11 

a loan on the London market. It has been suggested that we might be 

able to modify our e:dstirig policy as regn.rds acoesa by foreign 

Gove:mmenta to borrowing in this cowitry, to the enent of all o1ring the 

sale of Israel Government bonds here. Ho;,ever the question of such 

sale present serioua difficulti es. 

;:o. F. may lfish w recast this sub-poragraph.J 

(d) There would be grave danger of serioua inflation in b Arab oountriH 

conoerned if' a a1111 of the size of £ 100 milli on were disbursed there 1n 

uncontrolled fashion, even over a period. '...'he distribution ot large 

n1nbers ot relatively small sums to tmeduoated inlividuals, not uaed 

to h8lldling mo1W7, could eas11~! lead to the ultimate beneficiarie■ 

being ~-.es, cheats end speculators. The prioe of land and other 

forma of investment could rise to astronomical figureaa leaving the 

original recipieni;s of the benefits 171th a >'SDkUng senae of grie-nnce 

that they had reoeind no real oompensation for llhat they had l oat. 



◄ . . .. 

Possible waya of controlling the disbursement are beil'.18 elt8Dlined in 

ooruiul t a tion with the .Americans. The Arab ao•rnmenta oonoerned will 

have to be brought in'tO consultation in due course. 

(e) The assessment of' the individual amounts of' co!4pensati c'1 in auoh a way as 

broadly to satisfy the claimants aJJd l ead to an effective lessening of 

tension in the area, are matters of extreme difficul cy-. Possible 

methods are under exsmination but it is clcP.r that we mu.'3t firmly insist 

on the Arab Governments t aking full responsibility for the results of 

whatever system is eventualcy decided upon, and for meeting the 

canplaints of t he individual claimants who feel themsel ves aggrieved. 

(t) Apart from the claims of imividual refugees to lost property there are 

a n001ber of inter-governmental an1 ini;er-muni cipal claims which will no • 

doubt be put forward on both cides during the course of negoti ations. 

It is the intention that these should be regarded as cancelling each 

other out, but no doubt there will be hard bargaining TIilich might, 

unless we are very cazeful, alter t he whol e picture cor.sider abcy. 

(g) tr. U. R. ff. A. will have a large part to play in dietributing the 

compensadon and seeing that it i s used to the best advantage in 

reaettl ing the refugees. Thia will =an that the 01gsnisation will 

have to continue to exist for at leaot ten years, whereas its present 

agr eed l ease of life is for another five years. lte know f rOlll the fact 

of American participation i n the proposals for a sett l el!Mlnt that the 

u.s. Golre~nt, who contribute about 70-,1 of U. li. R. w. A. ' s funds would 

be prepared to continue their support of U. N. R.\f. A. for the roquirod 

period. In the case of other contributor s , we need t o do all we oan, 

at the appropriate time, to get them w continue t heir support of the 

Agency after five years am for as l ong liS necesnary; azxl, in the 

context of a general settlement, they 'f1lB3' well be disposed t o do so. 

'l.'he question of' ,:he cost to U.N. R. W.A. of ,:he functions it will under

takle in connection with the compensation a l so require■ further 

examination. 

3. All these points requi:I'e and are receiving fui•ther urgent examination. 

B,ery effort will be mede to devise satisfactory sol utiODS or them before 8.ll7 

/tira _.,_ 
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tim t inanoial oommi tmsnts are made. Howe,rer , I f'eel that m::, oolleaguas 

should be aware that there are bound to remain financial and other unoertaintie■ 

about t he s cheme whi ch can only be ol eared up finall,y after t he decision in 

princi pl e has been taklln to go ahead with t.he proposed eettl cment and in the 

course of negotiations wit h Israel and the Arab countr i es. 

\I 

.I+. Whai; we can a.ff'ord t.o malaJ by way of a financial contri bution toward■ 

a settlement must take acoowit of our overseas payments positi on. 

ffi.F. to devel op as they would lik.eJ 

Lfheretoie, a contri bution af the rna:ximm order of £15 mi llion by way of l oan 

assistance to Iarael must entail 001mtervail ing savings in our overseaa pqr,»ntiJ. 

5. Finall,y, onoe we embark on the negotiations for a settlement, lie may 

be driven to t"ul.f'il the purpose at a cost greatly in excess of the .ClOO million 

f igure. I trnst we shall not f ind ourselves in the position that, after $ 

discl osing our vi e\11'!1 about aid in the negotiati ons, v~ are pressed to provide 

financial a.id in the hope of an eventual settle1I1Snt. ., 
, 
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7th June, 1955. 

Plan for_J\reg/Israel nettlement 

You will re!!!:e!!lber that Ro\1an mentioned to you 
soCte week3 ago a _plan which the : oPei~ Oi'fice were 
preparing to try a~d solve the Arab/Israel confiict. 
As you know, the plan included two proposals:-

(&) that lI.tt.G. should maice a l.oan to lsrael 
of £ 15 million; 

(b) that faciiities should be provided for the 
sale of Israel Government Bonds in ~he 
Uni •ted Ki ngdom . 

. ,e now lea r n that the :◄,oreign Secretary w111 
shortly be asking h i s collea&ues to ~ive the1r 
general blessing to the plan, and in particular to 
authorise him to incur the cornmitments rererred to 
at (a) and (b) above. 

Cobbold, :,sq.~ 
Bank of Tinoland. 

/I enclose 



I enclose a note settinb out the background -
to this proposal and the pointo on ullich \'1e shall 
have to reach a decioion.. 1 /e shall hove to brief' 
the Chancellor Ol~ all this ss soon es he retur!l...s 
to London on 13th June. ,e ourselves are considering 
the problems re1."errecl to in the las~ three J.)araJra:phs 
of the note. I should be moat ~rote1"'ul if we ~i ght 
have your views on this matter as soon as possible . 

D. H. F. Rickett 

(D.H.F. RICKETT) 
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PLAN FOR ARAB/ISRAEL .:iE'l"".1'LE11!SPT 

The Arab/Israel conflict is most damaging to the policies 

and the political and colll?lercial interests of the U.K. 1n the 

Middle ~ast. Fear and hatred of Israel blind the Arabs to the 

Soviet threat and inhibit their willing co-operation with the 

:est. 3o long os tbey harbour resentrmnt at the creation of 

Israel and feel humiliation at their defeat 1n the fighting of 

1948, there can be no reliance on the stability of their attitude 

towards the ~estern world. 

The Israelis, seeing the balance of power and influence in 

the Yiddle East moving s teadily acainst them, and faced with the 

hostility of the Arab states, are tempted to adopt reckless 

courses before it is too late. Their growing aggressiveness 

could easily lead to a renewal of fighting, in which H. M. Govern

ment would probably be involved and which might end in the l oss 

of many of our valuable assets in the Arab world. 

Far 1'rom easing the situation, as was once hoped, the 

passage of time makes it more dangerous and intractable . It waa 

1n the conviction that the situation must be stabilized quickly 

that Sir Anthony Eden subgested to Mr . Dulles last autwnn tkat 

the u.s. and U.K. GovernJOOnts should urgently examine the 

possibility o~ bringing about a settlement. Mr . Dulles agreed; 

and a plan for a possi ble settlement has accordingly been worked 

out by the Foreign Oi'fice in collaboration with the State 

Department. 

On the financial aide the plan envisages payment of a net 

sum of £100 m. by Israel to the Arabs over a period of about ten 

years. The receipt of a sum of this size in the Arab countries 

will i tself present big probl ems if conaiderab1e inflation 1s to 

be avoided, and the fullest consideration will have to be given 

to t hi s aspect of the plan. However, the first question is 

11How i s Israel to find £100 m. ?" The plan envisages that at 

least £30 m. should be provided by the Israel Government, either 
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tram their own resources or by themselves raising the money 

elsewhere. Of the balance of £70 m., it is proposed that £50 m. 

should be msde available to Israel by gifi or loan 1'rom the U. S. 

Government, £15 m. by loan from H. M. G. , and perhaps .£5 m. from 

the French and other Governments. 

It is regarded as essential, if the plan is to have an;v 

prospect of success that Israel should find, and be seen by the 

Arabs to find, a substantial part of the £100 m. from her own 

resources . The only way 1n whi ch she can conceiv&6].y do this is 

felt to be by supplementing such contributions as she can make 

from internal sources with funds raised through the sale of bonds 

to world Jewry. The Americans consider that the U. S.A. as a 

source or such funds is drying up, and they are pressing us to 

permit the sale or Israel Government bonds i n the U.K. and the 

sterling Commonwealth. The Foreign Offi ce believe that unless 

this is permitted, a real ditticulty in the 1JBY of Anglo-American 

co-operation over the settlement plan will arise . 

It is of course uncertain to whet extent Israel Government 

bonds could in fact be sold 1n this country except on 

artificially attl"Sctive terms. Tentatively the i dea i s that the 

msximwn which Israel could contl"ibute from internal sources would 

be £10 m. , and that about £20 m. woul d therefore have to be 

raised from the sale o:f bonds to world Jewry, of which the major 

part, say £15 m. , would have to come from Jews in the U.K. end 

sterling Colll!lonweelth if i n fact Jewish sources in the U. S.A. 

are dryi~ up. 

The proposals both for the U. K. Government loan of £15 m. 

and ror the sale of Israel Government bonds i n the U.K. affects 

our capital position and i nvolve a load on our econoll\T. Ae 

regards this aspect, however, i t has to be borne in mind that aa 

the payment or the £100 m. by Israel to the Arabs may be spread 

over as long as ten :,ears, it should be possible to spread tbe 

disbursement o~ the U. K. Government l oan over a number of yean. 
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• Apart f'rom the poesibilitiea of danger of disturbance to 

the market if t he Israel Government i s permitted to sell its 

bond& 1n this country, the main danger lies 1n repercussions on 

our relations with our ster ling Colllnonweelth and Scandinavian 

friends . The difficulty here would perhaps be ea~ed if the terma 

of the bonds were such thet they were more akin to a charitable 

appeal than an ordinary market issue. 

In case the sale of bonda i n this country and in some other 

countries of the sterling Colll.llOnwealth is permitted, it will be 

necessary to consider how to limit the total emount which Isra•l 

can draw in this way. In connection with this point, it will be 

useful to have the views o~ the Dank of :n~land on the recent 

decision of t he Irish Republic to allow the sale of Israel bonds 

and on the extent to which residents of the U.K. and other 

sterling Coumonwealth countries can, i f they so wish, invest in 

the bonds on sale in .. ire . 

7th June, 1955. 
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,..oranfha !Ir the Cbllncollor ot thl ~Pl 

I t'\al.l.1 re11Uae the illlport.-not ana the 111w.ntape or a eettl.e•nt ot 

the Paleettne que•Uon am I aoaapt that ._ wiU DIIC4 to l3&1at a t'inanolal. 

OOfttl'itM&tion towud• a Ntll91119nt 1n 00113unoUon with the v.s. Gove~nt. ',t:f 

oc,li.taama •111 no 4oubt 1flab to 11:now u mucb ae po93Dl.e ot the t1nancial 

SmplioaUone an! praoUo&l cH.tficultlff or 1181:Ue•nt on the buie progoaecl in 

0(55)96. In the tint plaot, it 1a aleu bt our very deaf.re to br about• 

NHl.nent Will plaa■ a powortlal ••pon An the hand• at the Arab c«antriea "'11ch 

thlt7 will no 4omt IINk to UN to e.xtl'aet tl'®I ouno'lw• aJJ1 tra:a the u. 

cowrrant ti. u:lm::I poa•1ble tina:no1al u•ht noe 1n other nati M 

tu u the u. Se c,:ino. ...i, tb1■ 1a particularl.1 tr1» or JOldan, to llbicb • 

an al.Nady alnns uaiai,mot tor ihl J.r&b r..aton and tor C,ewlopr:11nt totalling 

abcMat £11 alllJ.on a ,-qo. It 1a not poaa1bl.e to uaeu th1e 4anser 1n 

t1nanc1a1 toraia, blat ewiytbing poaaibl# III\ISt ol.earl.Y be dol'lll 1:0 gua.r4 -ad.Nit 

it 1n th8 ooune ot negotiat1aae. 

L In the •00?111 plaoe, • Dl.hhor ot finanoial po1nta arieo in conoaoticn 

nth tbl pzopc,1115 oomponHtion to be paid b;r Iara.t to .treb retuscce. '!bl• 

p,inta, which haw ainoe the tla1111 ot the p:rnioua Cabinet p,iper been the aub.jeot 

ot &ttaile4 ,uaouaeion t>e-.n tha FOAi.an ortioe and tht 1naa1117 an4 

•ubeequentl.1 with the All9ri0Dll8, an au out belolr. 

(a) 'l!Je total fiame ot £100 m1111on baa 1n 1tael1' no '«Jr'I' tin baaie 

and it 1al Smpoulbllt to sq at th1a •~ ttlilt U 11111 ln ta.of 

be &Clf»ptable to both :put!e.. ~ &be will naturaUy want 

_.., but • oan n\y' on the Iffa811a to cleunil tMt the mount 

llboul4 be i.... It ia it» t1nt lnwnuon ot both puts.a ~o 

tm preMnt Anilo-Wrimo rluoueai,ne ~t £100 ldlUon ahoul.4 

'be tbl MdnMII, but pat eldl.1 1n .. so&tim will be Nquln4 

to hold tbt •<Mlt to ... , ~ -
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(b) It 1a tha ln•nUon that at i.ut ~ .UUan llhoul4 N prondecl by iha 

Ia•U Ga'fe~t, e1thar fl'Om 1.heir om Naolll'c:ea or b7 themelwa 

ot 1:be balanc. ot £;70 milU., n 1t baa 

been •~••ti that .C,O milli'ln ah<:>ul.4 be llll4e anUablAt to Iu•l ~ 

gih or loan fro,i the u. • c-overnment. £1.5 lllilUon by loan t'ram ' 

ao..:rmant, and perbapa l!5 rdllSon by glt"t or loon from the Frenoh B1111 

obr Go'fCnanta. b queation ot au. loan or the amomt 

~•W bu :,et to be (1eo1dec1J bat 1n an:, cue it 1a lr.iportant that 

• ahoulcl not. in a441tS.m to pt'Olldaing a contdbuUon to"WI.S'l1a the 

b&lallOa of' 00 m11Uan, get our•lwa into the position ot Sn e,rq wa;r 

IDlerwr.lUng ibe a111 to be pr~ b7 the tanoU r.o'V'en9nt. our 

otter llb'lu'\4 be preaenW in aucb a wq that w U'O not OOlll!:d.tW to 

oon1dbute aore tl an £1.5 a11UcnJ h bD.lanoe attar t~ aooola'lt ot 

tha Jeerioan and other oontrlblrtiona, to be found tv ~• :rax.11 

eonrmant u b .. t 1:blly GflDe 

(o) lt would be impoaaible tor tblt Iu•U GoWrnant a'-'Ooeutlllly 1IO tloat 

a loan on Im Lorxlon JMrJlllt. 

ablAt to IIQl'lif'y our exining pol1Cff u regalda aooau by toreip 

Oownanta to borrowiltl in~ oounv.,, to the exilDnt ot •11.ori~ \:he 

ale ot tanel G<M:~nt bonda here. Boa9.v the ~--•Uon or auim 

Ale pre•nt Mri~ ditticlllt ••• 

Co.P. ~ w1ah w noaat Wi •~.,;/ 

(4) '11iare •1114 bo anw 4anpr or •rioua Wlatlon in 1tl9 Anb oountr1a• 

OCIDl»--4 1t" a ■11:1 ot tht ■la ot .tl.00 llllU,n wre 41ablane4 there in 

IIBOOD.-011"4 faahlon, ewn owr a pozi.o4. '!he uiatrlbut1on ol lumt 

nmllan ot .. 1auw1.y ... u _.. to unec!uoaW 1nU:ri4uala, not UN4 

• hlln4Una 1101181, ooulA eu11Y i..a 11o h ul.U-111 bemt'lo1ar1aa 

beina ...... ..... an4 apeotala-■• ~ pr1oe ot 1d an5 otmll' 

t.,.. ot infta-■11t oould rm to .. ...,..1oa1 tiglnaa le~ tbl 

odgSnal nolpleat■ ol Ula lMlmftta with a ■eDN of~ 

tbd ttaq hllll reoeiwcl no real ooapuatlon tor what they hllll 1oa-. 



FoH1ble '"'1'• ot c:ontro'LU.n.:: the 41abune•n1. are beil\l •.1Ca1S1nlc! 1n 

conaul tdion ri th the i.d '.'tie J.n.b OO~l'OIZllnta oonoeme4 will 

haw 'tD be bro~ht into coneulQ"Clon 1n 4ua oour•• 

C•) The auee .. n, ot w 1na1vtl!unl amounts of c:orapenaatt.on 1n euch a W,1' u 

broadl,y to aatiaf)- the clabnta e:ad l.eui to an otteotiw lHaenlna ot 

wne1on 1n the uea. are 111&ttera ot e.atrerio Uff1c::u11if• Pouible 

•thad• ate Wlder ezainaU<,n b11t U 1a clor.r th t • cust finl.r lmiat 

on ttw Arab ecnoem:itnta taldn; Ml rcoponaib1Uq tor the resulta of 

wbatowr e;yawa ia e'ftD tu:il ~ deciilecl upm1, and tor etina t.lw 

CGC1plaint. or ti. Sm1"1Sl1ua1 olawnta S,,o fol tbemelwa egrle'd. 

(t} Ape.rt tram 1:he olaSma at 1nU-daual retueoo• to loa~ pro~ thore are 

a ninbur ot intaz-.;o,ernmental a.ra1 1ntel'-IIUnl.oipal c\ai:aa eich will 1JO 

4oubt be put torwar4 on both ldA•• durS.. the coui-• ot miot1ationa. 

l't 1a tblt intmtioo that b• ehollld be regarded u canoelUna each 

otbtr 011t, wt no doubt t:be?e will be bud bargd.nini whiob might, 

la'lleaa • are wry caretu.l, &l.~r the lbolo piowre c:ona~erabl,y. 

(1) u.n. "•'- will haw a lar;e pan to plq 1n 41atr1butlni; the 

oca,penaadon 8llll ... ins ffillt 1' ia u-4 to the beat advm~ in 

re•ttl.1ns the ref'u;]eo.. lh1a rill•• ,:hat Ui• org.r.n1-atir,n will 

b&'9I to cmtlna w e.d1t for at lea.t wn 19au, wbereaa ita pr .. ent 

agrON le&M ot uro 1a tor anothtr tlw yeal'• • kilo• ~ the t'act 

ot ~rlcan part:lc1pat1on 1n tbo proprA&la trn a •tt1-nt lbat the 

V. Ganrm.nt, 1ibo oontrih• about 70. or tr. 'R.U. ••"- '• f'unb wou14 

be prepuea • c:ontinul hir •~ of v.N • • • A. tor u. nquinl 

po:1'1o4. In the oue ot other oontrlbuton, w need '° ii.lo 1.1 • c:m, 

at ths appro,rlate t•• to ge1: tbell t.o caniinuo theU •UWoJ'1i ot the 

Agenqr etier tivo ,-ear• am tor u lona u moH•IU'YJ ao5, tn the 

context or " pneral .. tueeent, they u;r "'11. be 41apo..O to ao ao. 

b qmadon ot tbe con to V,N. r'- .A. of b t'\mctlooa it wiU rie,.._ 

,... 1n oonnaoUan •1th the oomi,onaation &l.ao roquifta turlher 

•Dllinatica. 

,. All tbeae poln-;a reqldre am are root11'1lll 1'unblr \U'pnt •-1nation. 

l'fll'J' etton will 'be -4• to 4niae adiataotory aobt~ ot 1ihom beton -. 
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' tim tinanolal OCIJlll1•n• an lladee Homwr, I teel ihat stY ooU.aaut• 

ahollld be awue that there ue bound w r-1.n t1nanoi&l and other WlOlrtain.S.a 

about the ewme whiob aan aaJ,y be oleued ui, tinal.l,y attier the deo1a1on in 

pdnoiple bu bMn taian w ao ahltllO. With 1t» propoaecl N1;Uement an4 in '1li9 

oour• ot n130tiaUona with Iarael all1 the /,ra'b oo;.mtrtn. 

4. I/bat• om atto:.il -, ab b,y wq ot a tinano1al oonm~ to...aa 

a •ttle•n\ ■uat .,. aoooWlt ot our onneu pqanu p01111lioo. 

!Jt-ntoie • a oootdbu-c1an ot 1'be erlew ader ot .cl5 ldlllon b7 'fla7 ot loan 

aulataoae iJo Ian91 -• entail oomtenail"'a aavir\p in our owneu Pfl1J19nti/. 

Se Fi.Dall.Y, aaoe w embark co the mgoU&Uona tor a •1:tle•nt, • ~ 

M 4dwn w Mf'il the pa'pON at a ooet &ft&tlir 1n ex«-•• ot tbt £100 million 

tlpl9. I trllat • ah&U not f'iu4 our .. lws in tba po11ltion ~u. atter 

41aoloain6 our Yie• alk>lrt a1d 1n the mgotsat1'.ffl8, • 11ft pres.a to pl'OYi4e 

NaanoS.al a1a 1n ttw hope or 1111 nentu&l eetUe,..t. 

It!! in• lffl, 



TREASURY CHAMBERS, 
GREAT GEORGE STREET, 

~.?,...._LONDON, s . w.1. 

"'-j ~ 8th June, 1955. 

W<. '~-
I enclose a copy of ~ <iraft . Cabi net Paper 

which Rickett and I have prepared and which we 
are now cleari ng with I.F. 

We do not suggest that you should show it 
to the Chancellor at this stage, but we thought 
you would like to see it in good time and give 
us any amendments you thought ought to be made, 
so that we can get it to the Chancellor early 
next week. 

Paragraph 5(b) has been written in advance 
of the detailed views which the Bank have promised 
to let us have by the end of this week on the 
proposals about the sale of Israeli bonds in this 
country. At lunch to-day the Governor told 
Rickett that he thought their view would be that 
if H.M.G. decide, for overriding political reasons , 
it was necessary to agree to this, the Bank would 
not object - but they would probably suggest that 
it ought to be explai ned in advance to the Finance 
Ministers of Commonwealth countries and per haps 
also to the Norwegians. ~ 

~ ~ 

i~ 
(W. ARMSTRONG) 

Sir Leslie Rowan, K.C.B., c.v.o. 
PARIS 
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PAHHTU 91ffiMrV 

r rrh • • 9blmtJJc ac h tlJ9htWM 
-., oo11...-e wUl wteh to haft m:r Yi-en on u. f'1nallo1al 

oona14-9Uons llh1oh ..tH ln oonneouon with tbe ftl'3' 1J:l)Ortant 

Pl'OP08al• outl1ne4 in t.be Poreign 8ecl'et81'Y'• ~ (0(55) ) . 

2 • 'lhe ma1D finano1al Pl'OP()981• tor wh1cll tbe Pc>N4m OOCl'Otm.'7 

eeekll the autbol-1 t, ar tbD Oablnet are 1n oonneot1on wl th the 

Pl'OPOeed ocnpmMUon to be pa1d 'b7 the oovexnmnt o:r I81'ael to 

Arab "1'\lpN. It will be recalled that th1e baa been :fixed nt 

•100 IIS.llicm_ ar w21ioh £50 mUl.ion 1a to be l!Bde avo.Uable u:, 

Iaaal 'bF gift OI" loan :tl'all ttie u. s . Oo'lwme.it ond, uq, £5 1111111cm 

'b7 et.n al' loan i.om lbe J'llemh a. otbn oanrmente, and ti.lat 

(a) a.a. CJ. abould l•nd a Nil or the Ol"&tr of £15 mllllon 

(b) In CJl"4ff io w1at the Oonwt of l81'Nl 1n 1'1n4ill8 

aw £,t> wt1JSG1> •mr:n1., pel'llioa1on sboul.d be oven 

rn, tbe N1e ~ Isl'Mll Gnel"Qlrmlt bon4a, in the 

Utllted ~ aa4 Ill•-"•• 1n t.1J1!t 8tarl1!18 Al'M 1n ~ 

N;PNtaU• tibat 1n t.hle--, tbe Oonrmnent ~ Iarael 

atpt N1H ._, a1, mUUon. 

3. ~ tbne PNPC>Nl• NN cm-r1ed at 1hlt etteot would bo to 

plea. on tbie u . g . ~ a bmi4en or alHJUt £3() mllllon spreod 

Ol'9 a penoa or abOllt tm ,eaN. '1'ba quaeuon 1• not only 

llbelbiff 'Im 114Yanla&N to be MOVed tiom 'Im pl'OJ)Oeed eettlemeot 

_. ..»C11S11a•11Ntie wUb. an a44S Uona1 ~ at the eiae, but alao 

wbetbn w Nil attol'4 U - that ta to -.,, llbet.ber it 1B aonsietent 

nt.h OUI' cJllolae4 po1107 or WIOll'k1nc ooaa1etctly ,r,. tbs 

•~ d a_,.11118 ll1ll'l GUI' •s..-nal paimente position. 

4. I eball abal'U., be Wln&1D8 bctwe • eoll.ea&\IN eatimaw 

or amP 'balanoe d P8,l1111tlta poalt.lon OYW tbe comJ.ng weive montbe. 

WUbo11t an.t1olpaUns thaN 11 oc lie aat.4 now the\ 90 tu f'l'Ca 

/aebifflng 
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• 80b1ff1ng the O'f'9Nll auplue of £,00 m1ll1on cm curnnt Acoourit 

1n aa:r balano• ~payment.which,.. baTe ■aid flhat ,re need over 

'Iba ....., ~ tbe :,ean to meet OUI' abl1pt1ona t'br t:hc 

~' ot Ibo !Jtul1ns Area 8tl4 \o ma.1nta1n our pois1t1on 

1n the wm-14- 1 t looa oa tbolJ&h we ...,. tail t,o eeoure ~ 

amp1u at all 1n t.be pNHnt YHI'• It will tau "tffY ooneideNl,M 

ettc.ta w IIHtoN the Poai Uon. LoOk1na ahead, t.heN 18 no 

pat1cl&lar Naacm to q>Po .. thi.n8e •W beoamll eae1e ~ ua, 

ID1 theN WO lllilbY dSNotiomt 1n wh1oh Dft ~ ond 

<lblipUcaa -t M ~tecl. l!'ONI08t am>ng tbeae 1a tt. 

.SO 1111110G a 1Mf' llb.1ch 1e '2lll eaUr.aated ooet of ma1ntain1ns 

aar l'IXOH 1n GellDml'. Although the 1'1n8noial aaa1aianoe to 

1aNel now 1n qaaUan 1a a Nlati~ aDBll ama. we oSlllll>t 

oomldn tbie PGRONl Sa ltlOl&Ua. It 1s the o,maJ.at1w 

etteet ~ • Nl'iea ~ oam1 tamta auab ae tbeae, -.oh ot tlWII no 

a..1 ,111aun.i an t.be1I' tn41v141al menta, 11blch ma.v eeailY 1n 

u. 88811eca1- plaN too gNat a •tN!n ui,on our belence ot 

~n• md OD ~o NflOUl"ON. 

5. 8o mob r~ the --•al baolcpound sga1nat which tho 

QUNUam ra1N4 b7 1:bl Pol'eign OeoNt.ar., muat be <Jeo1aed. 'l'lle 

wo p,opoaiUou ~'998 ra1H a IUll:ln ~ epool.tio po1ntas-

(a) n. Pl'OPONd loan b1' u.-.o. wcol.4 bde to be made, ao 

18 ddtied 1n 0(55)961 on Tel7 daubU\11 oecurit.v • 

1llll1N4 1n m:, new w abou1d be clecdiflnS OUNelvee 

if we q,eote4 1111Ch ~ 111 .,... to be ~4 • 

..._.._, ... , I NO w t:ba~ 1t la ~t 1°'!'m 

tble Ja'l■IDtaticrnal poiAt d Tiff that 1t ahaQld be 

di11N11'1W u a 1Nn • ., that th■ Al'llbe at ,my •a• 

-, Udllk t.bat lt 1a to 9Clll9 fW'OID till9 ~a d 

1--1 a tm i.._ nn. SUoh aonat4uatioaa ma.v also 

,....st tbat U.. NW fJ/t ln'Hl"N1o aboaJ.4 be on 

WWW et linne 

/(b) '!be 



• (b) The pl'Opoaal. thAt the Oo'NPlllllla.i ~ leNel should be 

allowed to ae1l. borde beN• Mi .. o IDll>ff ar pointa 

ot apecdal dlffiGul _, • In tbe 1'1NI plaoo 1 t rill 

olNl'l.y bo eeemtial to 8'\'014 M»Ytbin8 Wbioh m1ebt be 

cona'll'ued ao a ooma1tmmt on ow p•t that an.v given 

mDUllt will be f'oltt.boom1ns f'llom '1n8 aoa,poe, •inoe tt 

·m taoi u 414 not ~ pouil>le f'OS" the GoVerrnent ~ 

llll'Ml to NiM M amatl 88 ~ exi,eotea_ t.he1 woal.4 be 

'-1)1114 io tun to• t'ol' the bal.anoe. At the eana Um 

1t 1111111114 prollabl.7 be DNeB8817' to pat a lJm1 t on b 

..,_, to be •ai-4 1n t.bia •a.v so u to 89'014 m opm-

..s.t'I aclllld1-nt. j'4 ere. • tlt:•"°81~~ iM o:pere••· 

qllite aleoly o/ nmma1 'bol'JtOW1ng md to aDII\Jlll~lf.lt 

u hi" • pm l>lo tbe IIIDD9Y ottracted f'J:lcr.1 

w1l.l prob-abl,ybe 

to ban Nl)a"OUdana an OUI" polloy tow~ the ~

'QN ~ CJUI' oap1 '81. NaOUl"He. r,e Zl&W oo 1'81' ooneiotentlJ 

rouawct a po11o.r or PRNl'Vlns our um1 ted 81q)pl..Y ar 

iaa.tem capital foll U. defflopaimt at the 

Qoe&s@ulU&., m4 tbl 0-d• to,: copHal tor t.h1a 

fallK)N IMffe a11'QB Men aa 111Gb. aa 11' not ..,. t.mm. 

ft oOllld rv.... ln papUeul.u, tbe OOlonial 

sea.~ ta ra.1- thl poet uon that a ~ or 
OoJ••• flll !llrf9 Uft'inl'Q' in •••nu,,: • IIIIOh • 

a.,, la& -,eel ,._ tbe London 011P1ul aulcet. In 

.... olnamtcolM W ba'le W t.o Ntwle 800ff8 t.o tlli8 

...... , to • • , ... ~ 'IIIJQ14-be 'boftoca a ftoCID outei4e 
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6. Aga1not this background, whatever mfi3 be decided about the 

Ooverrneot-to-Ooverrr.::w,ot loan, I •oul4 suggest that we nbould 

conoider whether the proposed facilities tor the oale or Israeli 

boodo should not be Olilitted fran the proposals , at an1 rate at 

the outset, and that ou.r repreeentat1Yea should merel.7 88¥ that 

we expect the Ierael1 0oTernment to produce £30 million frcm its 

own reaourcee. It ID&¥ •ell be that the Israelis would feel 

able to produce tbie own, or at least a larger part of it than 

the Fore1&n ecretarJ at present expects. At an7 rate I think 

•e oboald thrott upon them the onus ot showing that theJ cannot 

do so without additional special tac1litiea. 

7. In additi on to theoe major i aouea there are a number or 

poi nts •h1ch haYe alreaq been the subject of discUBsion between 

tbe Foreign 0ttice aod the Treaaur1, ao4 subeequentl1 with the 

Americana, and on which t.'urtber work will be required. Theee are: -

(a) The total tipre ot £100 million has 1D itaelt no Tery 

t1rm baa1e and 1 t 1a 1mpoee1blo to ea)' I& thia stage 

that it will in tact be acceptable to both parties . 

The Araba will natural}3 •ant more, but we can rel3 

on tbe Israelis to demaDcl that the amount s hould be 

lees. It 1a the tirm intention ot both parties to 

the present Anglo-runerican d1acuaa1ona that £100 million 

aboa14 be the m.uimwn1 but gl"eat ak1ll in negot1at1on 

will be required to bold the amOl.lnt to tbat figure . 

(b) '!'here would be gran danger ot eerioua inflation 1D 

the Arab countries conoerlhtd it a au..~ ot the else of 

£100 lllilllon were 41ebureed t here 1n uncontrolled 

taabion, eTeD OTer a period. The 41atribut1on ot large 

aambere ot rolaUTelJ small same to uneduoate4 

1ndiT141lale1 not uae4 to handling mooe1, could eat,11¥ 

lead to the mltimate benet1o1ariea being tb1evea1 

oheate and al)9culatora. The price of laD4 ao4 other 

/ tona ot 
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torme ot 1nveotment could rise to aotronomioal f igures: 

leaving the or1g1na1 recipients of the benefits witb 

a rankling sense ot grievance that they had received no 

real compeosatloo for ~hat theJ bad lost. 

(c} The asseesmeot ot the 1ncllvidual amounts~ conpeoeatlon 

in such a 11a1 ao broadl¥ to aaUet, tbe c la1:naots and 

lea4 to ao etteotive leaaeniog or tension 10 the area, 

are matters~ extreme d1ft1cultJ. Po sible methods 

are under examination but it i s clear that we must 

t1rml¥ insist on the Arab Oovernoeot tak1oa f\111 

responaibilitJ tor the results ot whatever 01atcm le 

eventuallJ decided upon, aod for meeting the complaints 

ot the individual claimants who feel themselves aggrieved. 

(d) Apart t"rom the ola11!18 ~ lodiYidual 1•efugeee to lost 

property there are a number or 1nter-governroeotal and 

1nter-amn1olpal clalma which will DO doubt be l)Qt 

forward on both oidea during the coorse ot negot1at1one. 

It la the 1ntentloo that tbeoe obould be regarded as 

canoell1DC each other out, but no doubt there will be 

hard bargaining whicb might, unless we are ver7 caretu1, 

alter the whole picture cona14erabll• 

(e} U.N.R • .A . will have a large part to plQ in dietr1buting 

the ocmpenaation aD4 seeing tbat it 1& used to the 

beat advantage 10 reaettl10B the refugees. Thia will 

mean that the orgaa1aation will have to continue to 

exist tor at least ten 1earo, wbereae its present agreed 

leaae ot lite la for anotber tive 1eara. e know fraa 

the tact of American participation ln the propoeale 

for a aeUlement tbat tbe u .s . GOYernment, wbo contribute 

aboat 70'ii or u.N.R .Vf.A.'a fun4B , would be prepared to 

conUmie their npport ot U. ·1 .R .b .A. tor the requ1re4 

perloct. Ia the oaae ot other contributora, ••~to 4o 

all we oaa, at tbe appropriate time, to get them to 

/oonUaue 



n gotiation. e uat lso, ot course, be on our gu rd a ainst 

the possibility th t e become co. itted f in nci lly before e 

are certain th ta settle ent will inf ct be reached . It 1uet 

be clear t rou out t tour financial help will be fort co ing 

in return for a eettl ent but not ot.e 1se . 



" ' 
• continue their ■upport ot the N,eaoJ atler t1YO 1oara 

ancl tor aa loog •• neceaaar1; and, 1n tbe context ot • 

seneral aettl-ot, theJ ma, well be 41apoae4 to do eo. 

Tbe qQeatloa ot the coet to U.N . r .~ .A. ot the tunctiooa 

' 

U will undertake in coaaecUon with the c omi,eoeaUon also 

requires further •~laatioa. 

8. Finall1, ae the Poretga ecretar1 admits, there ia a ftrJ 

real claager that oace •• embark on these negotiatioaa we will be 

preaae4 to accept t'urther tinancial ccanitmeata. It le clear that 

011r ffl'7 deaire to bring about a eettlement w1U place a powerful 

napoa in the baa4a of the Arab couotriee hich tbeJ will ao doubt 

seek to use to extract rrom ourselYee an4 t'rm the U . 3 . COTernrnent 

the maxiJmm poaeible tioaacial aaaietaoce in o tber dlrectioaa. 

Ae tar aa the u.K. ia coooeroecl, tbie la particulari, true ot Jordan, 

to wbicb •• are alread¥ giTioS asaiatanoe tor the Arab Legion and 

tor dnelol)Qent totalling about £11 million a ~rear. It la not 

poeaible to aaseaa thia dan&9r 1n tinaaelal tel'l'll81 but ever1tbiag 

poeaible mu■t cleari, be dooe to guard agaioet it in the c011ree ot 

negoUa t1oa. 

9. To sum up, it the Foreign Cecretar1 teele that it ta an 

eaaent1al part ot h1a propoeala that wo aboul4 be willing to inoar 

the financial obligatlona 41eoueae4 abOYe, I &111 prepared reluctantlJ 

to agree despite the miegiYinp wbicb I canoot but feel abOQt the 

CWJUlotiYe etteot or thie and other a1m1lar co-n::itttlllonta upon our 

external econcraic poeitioo. Io an1 eyeot, h09eTer, I sugseat that 

tor the reaeona g1YeD 1n paragraphs 4 and 5 abOYe, •• ebou14 

oonai4er v.betber tbe propooed loan from n.u.o. ehould not be tor a 

amller amount and•• should at loaat in the t1ret inatanoe aToi4 

propoetna to the Ierael1a an1 special tac111tlea tor raising 

mone1 here. 

2\h .rgpe, 1955. 
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TREASURY CHAMBERS, 
GREAT GEORGE STREET, 

LONDON, s.w.1. 

8th June, 1955. 

I enclose a copy of a draft Cabinet Paper 
which Rickett and I have prepared and which we 
are now clearing with I.F . 

We do not suggest that you should show it 
to the Chancellor at this stage, but we thought 
you would like to see it in good time and give 
us any amendments you thought ought to be made , 
so that we can get it to the Chancellor early 
next week . 

Paragraph 5(b) has been written in advance 
of the detailed views whi.ch the Bank have promised 
to let us have by the end of this week on the 
proposals about the sale of Israeli bonds in this 
country. At lunch to- day the Governor told 
Rickett that he thought their view would be that 
if ILM. G. decide, for overriding political reasons, 
it was necessary to agree to this, the Bank would 
not object - but they would probably suggest that 
it ought to be explained in advance to the Finance 
Ministers of Commonwealth countries and perhaps 
also to the Norwegians . 

(W. ARMSTRONG) 

Sir Leslie Rowan, K.C.B . , c.v.o. 
PARIS 



E.R . 

• 
SIR ALEXANDER JOHNSTON 

iJ 
cc: Col. Russell Edmunds 

Palestine Settlement 

I attach a revised draft of Col. Russell Edmunds' draft 

Cabinet Paper on this subject. I have agreed t his with 

Mr. Rickett but it requires confirmation from Sir Leslie Rowan, 

who is at present in Paris and to whom I have sent a copy, 

while paragraph 5(b) anticipates to some extent the views of 

the Bank of England, who have promised us a letter by the end 

of the week. 

Subject to clearance from these quarters and your own 

views we would hope that the draft could be suiJmitted 

to the Chancellor inunediately on his return to the office on 

Monday next . 

Meanwhile I think it would be desirable to send a copy 

of the draftj (omitting the last paragraph whi ch we should 

reserve for the Chancellor) in the next day or so, so as to 

let them know how our mi·nds are working. 

(W. ARMSTRONG) 

8th June, 1955. 



tel. 
• TOP SECRET 

c(55) 

June, 1955 

DRAFT 

CABINET 

PALESTINE SETTLEMENT 

Memorandum by the Chancellor of the Exchequer 

My colleagues will wish to have my views on the financial con 

siderations which arise in connection with the very important 

proposals outlined in the Foreign Secretary's memorandum 

{c(55) ). 

2. The main financial proposals for which the Foreign Secretary 

seeks the authority of the Cabinet are in connection with the 

proposed conpensation to be paid by the Government of Israel to 

Arab refugees. It will be recalled that this has been fixed at 

£100 million, of which £50 million is to be made available to 

Israel by gift or loan from the U.S. Government and, say, £5 

million by gift or loan from the French or other Governments, 

and that 

(a) H.M .G. should lend a sum of the order of £15 

million to the Government of Israel; 

{b) in order to assist the Government of Israel 

in finding the £30 million remaining, per

mission should be given for the sale of 

Israeli Government bonds, in the United 

Kingdom and elsewhere in the Sterling Area, 

in the expectation that in this way the 

Government ot Israel might raise about 

£15 million. 

3. If these proposals were carried out the effect would be to 

place on the U.K. economy a burden of about £30 million spread 

over a period of about ten years . The question is not only 

whether the advant ages to be secured from the proposed settle

/ ment 



A we cannot consider this proposal in isolation. It is the 

cumulative eff ect of a series of commitments such as these, each 

of them no doubt justifi~d on their individual merits, which may 

easily in the aggregate place too great a strain upon our balance 

of payments and our economic resources. 



• settlement are commensurate with an additional burden of this 

size, but also whether we can afford it - that is to say, 

whether it is consistent with our declared policy of working 

consistently for the strengthening of s terli ng and our external 

payments position. 

X 

4. I shall shortly be bringing before my colleagues estimates 

of our balance of payments position over the coming twelve 

months. Without anticipating these it can be said now that 

so far from achieving t he overall surplus of £300 million on 

Current Account in our balance of payments which we have said 

that we need over t he average of the years to meet our obliga

tions for the development of the Sterling Area and to maintain 

our position in the world, it looks as though we may fail to 

secure any surplus at all in the present year. It will take 

very considerable efforts to restore the positi on. Looking 

ahead, there is no particular reason to suppose things will 

become easier for us, and there are many directions in which 

new burdens and obligations must be accepted. Foremost among 

these is the £80 million a year which is the estimated cost of 

maintaining our Forces in Germany. Although the financial 

assistance to Israel now in ques tion is a relatively small sum,,{ 

I• i 1 I§ a !'Olaii.'IJC&lf iRlHiz.l ggrmtPYp an& t&e \taPi8'215 su1aU:.:.acn:tts 

Wfti.oA we a•e a!!lee4 la p11ovide for our CPD suaoll colonies and in 

5. So much for the general background against which the 

questions raised by the Foreign Secret ary must be decided. 

The two propositions themselves raise a number of specific 

points:-

(a) The proposed loan by H.M.G. wouldl iHJ,as is 

admi t ted in 0(55 )96, on very doubtful security -

indeed in my view we should be deceiving ourselves 

if we expected much of it ever to be repaid. 

Nevertheless, I can see that it is important from 

the pres entational point of view that it should be 

described aa a loan - ao that the Arabs a t any rate 

/may 



may think that it is to come from the resources of 

Israel in the long run. Such considerations may 

also suggest that the rate of interest should be on 

normal lines. 

(b) The proposal that the Government of Israel should 

be allowed to sell bonds here, raises a number of 

points of special difficulty. In the first place 

it will clearly be essential to avoid anything which 

might be construed as a commitment on our part that 

any given amount will be forthcoming from this source, 

since if in fact it did not prove possible for the 

Government of Israel to raise as much as they expected , 

they would be tempted to turn to us for the balance. 

At the same time it would probably be necessary to 

put a limit on the amount to be raised in this way so 

as to avoid an open-ended collllnitment. In order to 

distinguish the operation quite clearly from nonna l 
bcn'vll/""'4 
e~ePa.tlA(, and to ensure that as far as possible the 

money attracted comes from genuine sympathisers with 

Israel, it will probably be necessary to insist that 

a purely nominal rate of interest is offered. Even 

so, the proposal is bound to have repercussions on our 

policy towards the overseas use of our capital resources. 

We have so far consistently followed a policy of 

preserving our limited supply of long-term capita l f or 

the developnent of 1he Commonwealth , and the demands for 

capital for this purpose have always been as much as, 

if not more than,we could manage. In particular, the 

Coloni al Secretary is facing the position tha t a number 

of Colonies will have difficulty in obtaining as much 

as they had hoped from the London capital market. In 

these circumstances we have had to re:t'use acces s to the 

market to a number of would-be borrowers from outside 

the Ccmnonwealth, includi ng the Norwegians whose economic 

/developnent 



developnent it would be most advantageous to us to 

assist if we could. So far the disappointed 

applicants from the Commonwealth and elsewhere have 

accepted our arguments that we are doing as much as 

we can possibly afford; it would clearly be difficult 

to justify to them the provision of speoiali~ for 

Israel. 

6. Against this background, whatever may be decided about the 

Government-to-Government loan, I would suggest that we should 

consider whether the proposed facilities for the sale of' Isr~ i 

bonds should not be omitted from the proposals, at any rate i:..... 

the outset, and that our representatives should merely say that 

we expect the Israel Government to produce £30 million from its 

own resources. It may well be t hat the Israelis would feel 

able to produce this sum, or at least a larger part of it than 

the Foreign Secretary at present expects. At any rate I think 

we should throw upon them the onus of showing that they cannot 

do so without additional special facilities. 

7. In addition to these major issues there are a number of' 

points which have already been the subject of discussion between 

the Foreign Office and the Treasury, and subsequently with the 

Americans, and on which fUrther work will be required. These 

are:-

(a) The total figure of £100 milli on has in itself' no very 

firm basis and it is impossible to say at this stage 

that it will in fact be acceptable to both parties. 

The Arabs will-naturally want more, but we can rely 

on the Israelis to demand that the amount should be 

less. It is the firm intention of both parties to 

the present Anglo-American discussions that £100 

million should be the maximum, but great skill in 

negotiation will be required to hold the amount to 

that figure. 

(b) There would be grave danger of serious inflati on i n 

the Arab countries concerned if a sum of the size of 

£100 million 
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£100 million were disbursed there in uncontrolled 

fashion, even over a period. The d i stribution of 

large numbers of relatively small sums to uneducated 

individuals, not used to handling money , could easily 

lead to t he ultimate beneficiaries being thieves, 

cheats and s pe·culators. The price of land and other 

toms of investment could rise to astronomical figures: 

leaving the original recipients of the benefits with a 

rankling sense of grievance t hat they had r eceived no 

real compensa tion for what they had lost. 

(c) The assessment of the individual amounts of compensa

tion in such a way as broadly to satisfy the claimants 

and lead to an effective lessening of tenson in the 

area, are matters of extreme difficulty. Possible 

methods are under examination but it is clear that we 

must fimly insist on the Arab Government t aking full 

responsi bility for the results of whatever system is 

eventually decided upon, and f or meeting the complaints 

of the individual claimants who feel themselves 

aggrieved. 

(d ) Apa rt from the claims of individual refugees to lost 

property there are a number of inter-governmental and 

inter-municipal claims which will no doubt be put 

forward on both sides during the course of negotiations . 

It is the intention t hat these should be regarded as 

cancelling each other out, but no doubt t here will be 

hard bargaining which might, unless we are very ca reful, 

alter the whole picture considerably. 

(e) U.N.R.W.A. will have a l a r ge part to play in distribut

ing the compensation and seeing that it is used to the 

best advantage in resettling t he refugees. Thi s will 

mean that the organisation will have to cont inue t o 

exist for at least ten years, whereas its present agreed 

lease of life is for another five years . We know from 

the fact of American participation in the proposal s 

/for 



am prepared reluctantly to agree despite the misgivings which 

I cannot but feel about the cumulative effect of this and other 

. similar corruni tments upon our external economic pos i tion. J ~, 
r 

. L ·1M~~ cl} 

,f_,._, I ..¢.u ~ 
-4 h.ol , 

A i,-.1., ~~ • 
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• for a settlement that the U.S . Government , who 

contribute about 7Cffo of U. N. R. W.A.'s funds would be 

prepared to continue their support of U.N.R. W. A. for 

I 

the required period. . In t he case of other contributors, 

we need to do all we can, at the appropriate time, to 

get them to continue their support of the Agency after 

five years and for as long as necessary; and, in the 

context of a general settlement, they may well be 

disposed to do so. The question of the cost to 

U.N.R. W. A . of the functions it will undertake in 

connection with the compensation also requires f urther 

examination. 

8 . Finally, as the Foreign Secretary admits , there is a very 

real danger that once we embark on these negotiations we will 

be pressed to accept further financial commitments. It is clear 

that our very desire to bring about a settlement will place a 

powerful weapon in the hands of the Arab countries which t hey 

will no doubt seek to use to extract from ourselves and from the 

U.S. Government the maximum possible financial assistance in other 

directions. As. far as the U.K. is concerned, thia is parti-

cularly true of Jordan, to which we are already giving assistance 

for the Arab Legion and for developnent totalling about £11 . 
million a year . It is not possible to a ssess t his danger in 

financial terms, but everything possible must clearly be done to 

guard against it in the course of negotiation. 

9. To sum up, if t he Foreign Secretary feelSthat it is an 

essential part of his proposals that we should be willing to 

incur the financial obligations discussed above,L I B&8S&&t that 

we-mt1:a~ ogQoi ger very seri ously whether in the present otate~ 

ot1:x exteMia:l ec.vnomlc poai Hon we ee.B at't'gpa to 'ttftd:ex take them-. 
• I,. ... J. 

In any event I suggest tha t for the reasons given in paragrap~ 5 

above we should consider whether the ~roposed l oan from H. M.G. 
1.t<.,, 

should not be for a smaller amount andLshould at least in the 

first instance avoid proposing to the Israelis any special 

facilities for raising money here. 

7th June, 1955. 



I 
• I 

June 1955. 

In the absence of the Governor, I am replying to your 
letter of 7th June on this s ubject . 

The most important question, to our mind , i s that of 
the effect on our r el ations with the Commonwealth and Scandinavia 
of allowing the sale of Israel i bonds in this country and , to a 
lesser extent , of the increased pressur es from would-be borrowers 
in other countries to which we may be subjected . This is, of 
course, primarily a poli t ical question and therefore not our 
dir ect concern; but our v i ew, for what it is worth, is that 
H. M. G.' s action would have t o be defended on the grounds of the 
exceptional nature of the operation and the importance of the 
object in view. The presentation of the pro ject would obviously 
be impor t ant. 

We have , however , some doubts about the suggestion in 
the Note which you enclosed that the Israeli bonds should , for 
presentational r easons, be sold on "chari t a.ble appeal" terms. 
The question of terms is, of course, a matter primarily for the 
Israelis; but an i ssue on such a basis would be an innovation 
for them , and perhaps not a welcome one, in view of the effe ct it 
would obviously have on the total subscribed . Wi th a Tap i ssue , 
such as this would almost certainly be , it is, of course , 
impossible to al ign the terms clos ely with Mar ke t rates, other 
than quite tempor arily ; but the probability is that in order to 
maximise r eceipts the Israelis would wish, if they were designing 
an issue special ly for this Marke t , to offer more , rather than 
l ess, than the general level of r ates which t hey expected to 
obtain during the period that the Tap was open . It i s more 
probable still that they would want, as in ot he r countries , to 
use a t r anche of their current Tap i ssues which are designed 
mainly for the U. S . marke t . In any event, however, t he special 
system of distr ibution through volunteers which the Israelis 
would no doubt wish to use here, as they h ave done elsewhere , 
would serve to distingui s h the operation from ordinary Market 
issues . 

As regards the imposition of l imits on the amounts 
t o be issued, I should have thought tha t thi s could easily be 
done , perhaps over periods of six months , through the mechanis m 
of the C. I. C . 
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• / I enclose a note setting out what we know of the 
history and results of Israel's oversea bond off erings . From 
the scanty figures we have of their receipts from countries other 
than the U. S .A., I am left in considerable doubt as to whether they 
would succeed in raising £15 million from the U. K. and sterling 
Cormnonwealth, even over an extended period. I need hardly add 
that we feel i t would be most important to mal-;:e clear tha t there 
could be no question of any short-fall being underwritten by H.M. G. 

You will also see from the note enclosed that we have 
little information bearing specifically on the i ssue of Israeli 
bonds in Eire. 

Yours sincerely, 

D.H. F.Rickett , Esq., C.B., C. M. G. 
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ISRAEL 

The history of Israel ' s external bond issues may be 

summarised a s f ollows . 

In r1arch 1951 the U. S. Securitie s a nd Exchange 

Commission approved a ,)500 million "Independence issue" to be made 

in the United States . The s ecurities ,-,ere a 15- year 3}% Bond 

and a 12- year Saving Bond carrying no intere st , but r edeemable a t 

150% at maturity . Both securities were issued a t pa r a nd were 

non- transferable until 1954, after which they mig ht be exchanged 

for bearer . When the Tap wa s closed in 1954 ~134½ million of 

Bonds had been sold . 

I n March 1954 a "Development i ssue" of up to 

.'·350 .nillion was authorised for s ale both in the United States a nd 

abroad . The securities in this case were a 15- year Bond, ca r r ying 

interest at 4%, and a 10-year Saving Bond , r edeemable at 150%, 

both issued at par and both non- transferable until July 1959 . 

This issue is still running . 

Both the I ndependence and the Development issues 

carry special rights of early r edemption in the event of the death 

of an original subscriber . I nteres t and principal are payable in 

U. S. dollars , with the holder having the right to opt for 

r edemption in I sr aeli currency. The distribution of both issues 

was made , not through Market channels, but thr ough a special 

voluntary organisation. 

We know little of the operations in Eire except that 

permission for the sal e of bonds in that country wa s given in 

February of t his year . We then considered whether any action wa s 

call ed for on our part . We concluded that the Exchan~e Control 

could do nothing and that the attr action of the issue to U. K. 

r esidents vps l ikely to be so slight that we need make no 

r epresentations to the Eire Authorities . 

In January 1955 it was clqimed that sa les of these 

bonds had been a llowed i n -
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U. S .A. 
Canada 
Nexico 
Uruguay 
Venezuela 
Cuba 
Peru 
Puerto Rico 
Holland 
Belgium 
Switzerland 
and 14 other countries . 

Total sales in 1953 are given as $36 .8 million, and in 1954 a s 

~40 . 5 million; it is clear that the bulk of these a re made in 

United States . It is said that in 1954 $1 . l million were sold 

in Holland and .'o. 75 million in Switzerland . 
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TOP SECRET 

Sir Alexander Johnston 
a ttached for Economi c 

Secretary 

3. MR, PETCH 

PALESTINE SETTLEMENT 

Memorandum by the Forei gn Secret a r y -
C,P.(55)35 

After many changes of plan the Foreign Office have now 

asked that their proposals for the Palestine Settlement be 

taken by the Cabinet on Thursday next and have circulated the 

A attached memorandum by the Fore ign Secretary. 

This follows the draft which we were given l ast week 

and on the basis of which we warned the Foreign Office t hat we 

thought the Chancellor would wish to circulate a paper himself 

on the financial aspects. 

The draft of such a paper is below. It was prepared at 

a time when we thought the Foreign Office wished t he matter to 

be taken tC111orrow and was approved by Sir Alexander Johnston 

and Sir Herbert Brittain for that purpose. Since t hen we have 

~ had the views of the Bank (letter of 10th J une below) on the 

question of the sale of Israeli bonds in this country; t he only 

alteration that is required in the paper is the deletion of t he 

fourth sentence of paragraph 5(b) dealing with t he r ate of 

interest. I have also added a sentence to paragraph 8 to deal 

with a point made by Colonel Russel Edmunds in his minut e of 

10th June below. 

The main point of the paper i s not to oppose the financial 

aide of the Foreign Secretary's proposals, but to bring home to 

the Cabinet the difficulties which they pr e s ent for us, parti

cularly in the pres ent balance of payments situation, and to 

urge as strongly as pos s ible t hat these should be minimised by 

(a) reducing, i f possible, the amount to which we a re 

committed for a Government-to-Govermnent loan; 

/ b) 



, 
' E.R . .. 

(b) not includi • ng in our il'.liti 1 t a offer th 
o make f acili t. e proposal 

ies here f 
bonds but or t he sal e of Israeli 

conc!eding t h i h s only if th 
sow cl earl y that th e Israelis can 

ey woul d be 
whol e of their s h unable to raise the 

are of the 
from t heir . compensa t ion payme t 

own ex1sti n s ng resources. 

(W. ARMSTRONG) 

13th June, 1955 . 
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SIR ALKIANDER JOBNS'l'Cfi 

OOPf TOI- llro Vo AJ'mStrot18 

O.P. (55)35 and C. P.(55)36 

PALESTlNE SETTL&!ENT 

The Chancellor is already very familiar with this subject am the second 

of these two papers repreaents his own reactions w the first, put in by the 

Foreign Secretary, and to Sir Anthoey Eden ' s paper c. (55)96 of 6th April. The 

Cbanoellor•s paper foll•• closely in ita l ater st38es a text which the Chanoallor 

approved in April, but brings out more clearly the Balanoe of Pa,Ylllllnta diffioultiea, 

particular],y in relation to Commonwealth policy, of paying large slba to Israel, 

and the objection■ to allowing the sale of Israeli Bonds in the Sterling Area. 

The asatement of the la,ter follows close],y ti. advice given to ua by the Bank of 

England. 

2. It is reoairnended that the <llanoellor should if poaaible, for the reaaana 

given in his paper, persuade hie oolleaguea to agree to the cnisdon of any offer of 

facilities tor the sale of Israeli Bonds at the outset. Apart from this, having 

brought the financial difficulties and dangers to the notice of the Ohanoellor and 

through him to the notioe of hie colleague■, the Treasury do not wiah to adTiae him 

detinite],y to oppose the whole plan. The factor■ involved are largely political 1D 

nature. We must recognise the importance to the whole world of arriving at a 

settlement in the Kiddle East. Mr. Dulles is peraonally very interested in the plan 

and it would be greail,y t o the disadvantage of the u. L if the Americana were to go 

ahead with it, and bring it to success, without U. K. participation. It ill for 

Yiniatera t o decide whether these factors are of auff icient •igh, to owrride the 

financial difficultiea we have pointed out. :eut one danger must be avoided1 that 

we should beCOIDIII involved in financial commitments which we could not aubaequent],y 

escape, without positive aaaurance that they will load to a real and ef'fectiw 

settlement. If' there is any suggestion that we should malm ctetinite offers in the 

hope that the AJ'aba and Israeli■ will thereby be persuaded to settle their 

difterenoea, it is recommended that the Chancellor should oppoae it strongly. 

ll+;th Jani ' 1955. 
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